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WORLD MEWS 

Tougher lows 
on air quality 
‘could cost oil 
sector billions’ 

Europe’s oil industry it. 
c ould face billions of dollars of 
extra costs after the European 
parliament voted for toughening - 
targets on air quality. MEPs gain 
the vote was a victory for con- 
sumers, who would benefit from 
improved health. Page 14 

Wholesale prices Ml 

US wholesale prices fell by 0.7 
per cent in January, their biggest 
drop for more than four years, 
o fficial figures show. Gasoline 
and heating oil prices both fell 
sharply and were predicted to 
decline further. Page 5 

Russian budget delayed , 

Russia's On niTTiiinTR t- dnrninM to H , 
parliament delayed government 
efforts to break out of a political 
impasse when it postponed the 
final reading of this year's budget 
until tomorrow. Page 2 . . 

‘Socrat location 1 for fades 

US senator George Mitchell, 
chairman of the Northern Ireland 
talks, said they would "at same 
point" have to move to a secret 
location. A Dublin judge post- 
poned until today a decision on 
Sinn Ffein’s lp gaVchaTiftngp to 
stay in the negotiations. Page 7 

Power workers offered 1101% 

Thirty thousand UK electrical 
contracting workers were offered 
an 11.5 per cent wage increase 
staged over nine months. Page 7 

MPa quit Berlusconi groq> 

Members of Italy's parliament . 
from two parties broke away 
from Silvio Berlusconi’s centre- 
right grouping in the country's 
biggest political realignment 
since the general election of April 
1996. Page 3 

Chflc off ar ad Booing fighters 

Thailand offered Chile the 
chance to buy eight F/A-18 . 
fighter aircraft being btdlt by 
Boeing of the US. Bangkok wants : 
to cancel the order. Page 8- 

Schrfidsr ahead 

Lower Saxony’s Social Democrat 
prime minister, Gerhard SchrQ- - - 
der, appears to be comfortably - 
ahead of his main rival, Christian 
Democrat Christian Wulf£,10 • ' 
days before state elections. ’ 

Page 2 . 

Poland eases natettn ban 

Poland relaxed its ban on gelatin. ' 
imparts after allegations that the : 
ban had been imposed by politi- 
cians to protect a local producer 
from foreign competition. Page 3' 

Brussels oaH on rig d is p os als 

The European Commission called 
for disused offshore oil and gas : 
platforms to be taken to land far . 
disposal and recycling: But it 
said exceptions could be made for , 
large concrete platforms. Page 2 

France Jails militants 

A French court yesterday sen- 
tenced 37 Islamic militants, con- ... 
victed of providing support for 
bomb attacks that terrorised 
France in 1996, to jail terms of up 
to 10 years. Page 2 

New Inquiry rated out 

The UK government ruled out a 
fresh public inquiry into the 1989 
Hillsborough football stadium : 
disaster in which 96 people died. 
Page 7 

Former ambassador arrested 

Honduras's former ambassador 
to France was arrested after be 
was found with $98,000 in unde- 
clared rash at Detroit Metropoli- 
tan Airport He was released on a 
$50,000 personal bond. 

uts attacks road rage 

Road rage has reached such pro- 
portions in the US that the Amer- 
ican Automobile Association has 
turned to anger management and 
behaviour modification to 
encourage drivers to behave 
more calmly. Page 14 
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BUSINESS NEWS 

Stora chairman 
to resign over 
chieFs $8m 
severance deal 

Bo Berggren, chairman of the 
Wallenberg family's Stora group, 
is to resign oyer a SKr64m ($8m) 
severance package for the Swed- 
ish forestry, group’s chief execu- 
tive. Page 15; Observer, Page IS; 
Lex, Page 14 

Oft Capital, financial services 
arm of the US General Electric 
group, and Toho Mutual, Japa- 
nese life assurer, are each to.put 
Y72bn ($572m) into a joint ven- 
ture to market western-style 
insurance products to Japanese 
clients. Page 15; Lex, Page 14; 

GE Capita] sees its chance; 

Page 18 . 

IMnor, the French steelmaker, 
made a 37 per cent advance in 
annual profits, in line, with expec- 
tations, and a 10 per cent divi- . 
dend Increase. Page 20 

HEM, Malaysian toH-road - 
. operator has been fined M$100,000 
($26,000) by the stock exchange 
for providing cnnAirthig informa- 
tion about its controversial pur- - 
chase of shares in parent com- 
pany, Renong. Page 6 

Standard & Poof's, theUS \ 
credit rating agency, said it 

would maintain its “j-nTifr-hn n d" 
B+ rating for DaewooCoip, 
Hyundai Motor, Hyundai Semi- 
conductor America and Samsung 
. Electronics. Page 6 

Telstra. Australian 
telecommunications group, saw 
net profit more than double in 
the first half taDecember. Page 
16 

CBS Is counting the cost of the 
US men’s ice hockey team's exit 
from the Nagano winter gamas. 
The hroadcastar, which paid a 
record $375m for the US Olympic 
broadcasting rights, already had 
disappointing ratings. Page 19 

Venentela agreed to increase the 
minimiitn wage by 33 per cent, 

I putting m danger Its inflation ■ 
target of 25 per cent Page 5 

Bank of -England governor 
Eddie George- is to' serve a second 
five-year tenzvand the bank's 
executive board is to-be shak- 
eri-up. Page-7; Samuel Brittan, - 
Page 12 ■ 

Austria has severed its ties with 
Bank Austria by setting its 
. remaining 9.6 per cent stake in 
an unusual SchSbn ($388m) block 
trade with Germany's Dresdner 
Bank. Page 18 

Softbank, Japanese multimedia 
conglomerate, moved to reduce 
ttS debt load by flTinniinnrng the 
Initial public offering of its larg- 
est US subsidiary, 2ff-Davis. 

Page 19 ' 

The World Bank plans to issue a 
$5bn bond in what would be the 
largest ever fixedrate offering on 
the international capital markets. 
Page 15 

Visa In terna tional chief 
executive Edmund Jensen said 
he would retire early at the raid 
of the year, initiating what Is 
likely to be a fierce competition, 
to succeed him at the world's 
largest bank card association. 
Page.19 

Fords, the Belgo-Dutch financial 
services group, confirmed it was 
in talks about a possible hnk-up 
with Generate de Banque. Page 
18; Lex, Page 14 
jj». Morgan is in dispute with 
Korean financial institutions 
over nearly $500m owed on swaps 
tr ans actions, sparking contro- 
versy about the enforceability of 
financial contracts In Korea. 

Page 19 

US vnture capital firms 
invested a record $12.8hn in high 
technology .start-ups In 1997, 34 
per cent more than the year 
before. Page 15 


US and UK repeat warning on deal as aides set up UN chiefs visit 


Annan’s trip 
to Baghdad 
raises Iraqi 
peace hopes 


By Route Khatef in Baghdad, 
Laura SHber in New York and 
John Kampfner fn London 

Hopes for a peaceful end to the 
Iraq crisis rose in Baghdad yes- 
terday as Iraqis anxiously 
awaited the arrival today of top 
aides to Kofi Annan. United 
Nations secretary-general 

But- US and British, officials 
again made plain they would 
reject any UN-brokered agree- 
ment that undercut the authority 
of the UN mission to dismantle 
Iraq's arsenal of deadly weapons. 

Rolf Knutsson, Mr Annan's 
political adviser, and Shashi 
Tharoor, his special assistant, 
will prepare the ground for Mr 
Annan's trip to Baghdad on Fri- 
day. Algerian diplomat Lakhdar 
Brahimi. another UN trouble- 
shooter. is also expected In the 
Iraqi capital tins week. 

Mr Annan is expected to carry 
a compromise proposal agreed 
with the five permanent mem- 


bers of the Security Council on 
UN weapons inspectors’ access to 
eight "presidential sites" 
declared off-limits by Iraq. 

The UN secretary-general said 
yesterday he had received the 
full support of the 15-member 
security council but warned: "It 
is a difficult mission coming at a 
very critical juncture." 

The US underlined it would not 
accept any agreement that would 
harm national interests. Made- 
leine Albright, US secretary of 
state, said: "We wish [Mr Annan] 
well - and when he comes back 
we will see what he has brought 
and how it fits with our national 
interest" 

Bill Richardson, US ambassa- 
dor to the UN, suggested Mr 
Annan’s mission was the last 
hope for averting military action. 
"Diplomacy is nearly exhausted 
and I think the secretary-gener- 
al's efforts could be among the 
last - if not the last,” he said. 

In a sign of deepening concern 




& 


United Nations secretary-general Kofi Annan after security council talks yesterday 


about the situation, the UN office 
in Baghdad said it was further 
reducing the number of humani- 
tarian staff - those not involved 
with weapons inspections - with 
31 people expected to leave today. 
Eric Fait, UN spokesman in 
Baghdad, said the move was sim- 
ply a "precautionary staff protec- 
tion measure” Some 60 UN staff 
have been withdrawn in the last 
two weeks. 

Over the past week, Russian, 
French and Arab mediation has 
persuaded Iraq to soften its posi- 
tion on the issue of access to 


"presidential sites". It considers 
this a question of national sover- 
eignty. 

The UN chief is likely to pro- 
pose a formula that would allow 
Security Council ambassadors to 
accompany the inspectors to the 
presidential palaces. 

Iraqi officials have welcomed 
Mr Annan's visit and pledged 
serious efforts to make it a suc- 
cess. They have, however, 
warned be must arrive with an 
open mind and a free will. Tariq 
Aziz, the deputy prime minister, 
said Iraq was ready to discuss 


“presidential sites” in a "civilised 
and responsible” manner. 

Western diplomats in Baghdad 
say the Iraqi leadership has a 
“reserve of flexibility" that will 
be offered to Mr Annan . How- 
ever, especially given the wide- 
spread opposition to the use of 
force in the international commu- 
nity and in Arab countries in par- 
ticular, Baghdad is unlikely to 
bow to all US demands. 

The Iraq crisis, Page 4 
Looking down a barrel. Page 18 
Editorial Comment, Page 13 


Kohl woos UK 
for partnership 
to build Europe 


Volvo may buy Samsung arm 


By Peter Norman in Bonn 

Helmut Kohl, the German 
chancellor, yesterday tried to lift 
German-British relations to a 
fresh level of partnership with a 
carefully constructed speech 
accentuating positive aspects of 
the two nations' often tortured 
past. 

After becoming the first Ger- 
man head of government to 
receive the honorary freedom of 
the City of London, Mr Kohl 
expressed confidence that 
Europe's planned single currency 
would be launched on time at the 
start of next year and be a suc- 
cess. But he avoided hectoring 
hfa hosts for their government’s 
refusal to be among the first 
wave of participating states. 

Instead; the chancellor 
explained in his prepared text 
how Germany wanted "to 
co-operate as closely as possible 
with Britain" in building Europe. 

"Europe needs the United King- 
dom, and vice versa. The Euro- 
pean Union needs, above all. that 
unique British blend of realism, 
and traditionalism, pragmatism 
and idealism, level-headedness 
and love of freedom," he said. 

His award led to criticism in 
the- House of Commons. John 
Redwood, a leading Conservative 
MP and opponent of further 
European integration, said it 
should not have been offered 
until the chancellor had retired. 

Mr Redwood later received a 
stinging rebuke from William 
Hague, the party leader, who 
ordered him to withdraw the 


COMMENT & ANALYSIS 


• GE Capital - getting a Hra in Japan 
-Lex, Page 14 

• Australia's Aslan tourist deficit 
world Trade News. Page 3 

• Myopia on foreign Investment rules 



By Greg Mctvor in Stockholm 
and Haig Simon ian in London 

Volvo, the Swedish automotive 
group, is in advanced talks to 
buy the construction equipment 
subsidiary of South Korea's Sam- 
sung Heavy industries. 

A deal would boost the sales of 
Volvo Construction Equipment 
(VCE), which has been growing 
rapidly through acquisitions in 
recent years, and extend its geo- 
graphic reach into eastern Asia. 

The talks, announced yester- 
day as Volvo reported a 7 per 
cent drop in full-year profits for 
1997. envisage the Swedish 
group taking a majority stake in 
the Samsung Heavy Industries’ 
subsidiary. 

The negotiations follow talks 
between a number of western 
automotive groups and Korea's 


debt-ridden industrial conglom- 
erates, which are seeking to shed 
assets and raise cash in response 
to their country’s economic cri- 
sis. General Motors is in discus- 
sions with Daewoo, over possible 
co-operation, while Ford Motor is 
talking to Samsung and Kia, 
Korea’s third biggest carmaker. 

Samsung’s construction equip- 
ment business, in which the Kor- 
ean group is expected to retain a 
minority stake, had sales of 
S700m last year. VCE, which has 
been advised by UBS, had sales 
of S2.2bn and operating profits of 
SKrl.44bn <S180m). 

Samsung produces more than 
80 models for earth moving and 
construction purposes. Exports 
to Europe have focused on 
crawler excavators, wheeled 
excavators and wheeled loaders 
in the 13-45 tonne range. That 


wonld complement VCE’s 
strength in articulated loaders. 

VCE has been trying to grow 
in other areas, notably excava- 
tors, through acquisitions and 
new products. Expansion has 
been relatively slow, however. 

Samsung Heavy Industries is 
the biggest part of the machin- 
ery sub-group of Sams ung, 
Korea’s biggest company. SHI 
has 11,500 employees, with sales 
of S4bn in 1996. The construction 
equipment division has about 
2,000 employees. 

Separately, Volvo announced it 
wonld start selling its Dutch- 
built medium-sized S40/V40 
models in North America from 
mid-1999. It expected annual 
sales of about 25,000 units of the 
car, built under a joint 

Continued on Page 14 


Helmut Kohl: confident 

remarks. Mr Hague’s spokesman 
said: "Although we might not 
agree with him on every issue. 
Chancellor Kohl has made a sig- 
nificant contribution to our 
times, not least through his 
achievement of securing German 
reunification without bloodshed.” 
Several demonstrators opposed 
to the single currency gathered 
outride Guildhall where he made 
his speech. 

Mr Kohl tried to destroy the 
myth that he was striving for a 
"United States of Europe". “The 
Europe we are building will not 
be a centralist, omnipotent com- 
munity seated in Brussels,” he 
said. 

"In the future Europe, we shall 
remain Italians, Frenchmen, Brit- 
ons and Germans.” 

The chancellor was confident 

Continued on Page 14 
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NEWS: EUROPE 


Communists stall Yeltsin budget again 


By John ThomhiH in Moscow 


Russia's Communist-dominated 
parliament yesterday delayed the 
government's efforts to break out 
of a political impasse when it post- 
poned the final reading of this 
year's budget until tomorrow. 

The move came as ministers met 
Michel Camdessus, managing 
director of the International Mone- 
tary Fund, who is pressing Russia 
to carry out more economic 
reforms. 

But a group of hardcore opposi- 
tion MPs yesterday escalated 
attacks on the government's plans 
for further spending cuts, urging 


colleagues to “look truth in the 
eyes" and reject the budget alto- 
gether. 

The wain sticking point concerns 
plans to axe an additional 
Rbs27.9bn ($4.6bn) of planned 
expenditure to keep the govern- 
ment's budget deficit under con- 
trol after recent increases in inter- 
est rates. 

Victor Chernomyrdin, the prime 
minister, yesterday met several 
parliamentary leaders to try to per- 
suade them to adopt the budget 
this week to preserve financial sta- 
bility. The government is currently 
sticking to Its own financial plans 
but would like parliament to 


approve the budget to reinforce the 
authority of the process. 

In his state of the nation address 
on Tuesday, President Boris Yelt- 
sin urged parliament to accept the 
revised budget, saying the country 
must live within its means. Minis- 
ters have warned MPs be might 
dissolve parliament if they con- 
tinue to obstruct government 
plans. 

Yesterday’s parliamentary 
face-off came amid speculation that 
Russia may be seeking additional 
financial assistance from the IMF 
of between $lbn and $3bn Econo- 
mists suggest Russia may want to 
take advantage of the IMF's recent- 


ly-created supplementary reserve 
facility, which was approved by the 
fund’s board in December to assist 
countries facing exceptional bal- 
ance of payments difficulties in the 
wake of Asia's financial turmoil 

The central bank has recently 
run down its hard currency 
reserves in an attempt to ease 
recent selling pressure on the rou- 
ble. At the end of last year, the 
government also raised an addi- 
tional “bridge loan" from foreign 
banks to bolster its strained finan- 
cial position. 

“The Russian authorities appear 
reluctant to jump ahead with the 
new IMF facility unless they really 


have to," said one western econo- 
mist. “on the one hand, they 
would lik e to know they have It, 
On the other, they would not like 
to make it public for fear of farther 
unsettling investors.” 

Mr Camdessus, who is officially 
in Moscow to discuss Russia's 
existing $lQ.2bn budget support 
loan, was expected to press the 
government to implement more 
effective tax- ra ising measures. 
According to Russian news agen- 
cies, the talks were running diffi- 
culties last night over issues such 
as ofl i mp or t tartffg and the aboli- 
tion of customs benefits for foreign 
car manufacturers. 


Trichet 


warns on 

Emu 

controls 


By Wolfgang MOnchau, 
Economics Correspondent 


The European Union's 
planned single currency will 
lead to more centralisation 
of economic policy than is 
currently the case in the US 
or Germany, according to 
Jean-Claude Trichet. gover- 
nor of the Bank of France. 

The comments of Mr Tric- 
het a leading candidate for 
the presidency of the Euro- 
pean Central Bank, reflect 
French aspirations that 
Europe's monetary union 
fEmu) should ultimately 
lead to a form of economic 
government. 

In an interview with Cen- 
tral Banking*, a London- 
based quarterly journal Mr 
Trichet said: "There is an 
element of political union 
involved, since fiscal deci- 
sions are necessarily politi- 
cal After all, national parlia- 
ments grew out of the need 
for popular approval of the 
sovereign's taxation policy." 

He said finance ministers 
had constructed a frame- 
work to ensure that "the fis- 
cal behaviour of each mem- 
ber state is consistent". He 
added: “The Council [of Min- 
isters] will have more power 
over the budgets of member 
states than the central fed- 
eral institutions have in the 
US or in Germany." 

Enthusiasm for such pol- 
icy harmonisation is less 
pronounced in other Euro- 
pean countries, where news 
of a sudden loss of fiscal sov- 
ereignty would come as a 
surprise. In particular, his 
comments might revive the 
spectre of a political “count- 
er-weight" to the indepen- 
dent central bank, a concept 
opposed by German politi- 
cians and central bankers, 
who are mainly concerned 
about stability. 

Leading economists have 
warned that without fiscal 
policy co-ordination Emu 
could be derailed at times of 
economic strain. They argue 
that co-ordination of 
national budgetary policies 
are necessary to ensure an 
appropriate "fiscal policy 
mix”, the two pillars of mac- 
roeconomic policy. 

Mr Trichet also confirmed 
French support for proposals 
that the ECB should hold 
gold among its reserves. 
There has been uncertainty 
in the gold market recently 
after comments by European 
central banking officials to 
the effect that gold should 
no longer be viewed as an 
appropriate reserve asset in 
a modern central bank. 

Mr Trichet said gold 
should be included to ensure 
public confidence in the 
euro. A decision not to hold 
gold would also put other 
central banks under unnec- 
essary pressure, he said. 

* Central Banking VoL 1*7/7 
No. 3. to be published Febru- 
ary 24. Central Banking Pub- 
lications. 6 Langley Street. 
London WC2H 9JA 
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Lower Saxony’s voters given a 

crucial voice in Bonn politics 

m 


The state election has become a 
-primary', reports Peter Norman 


I f Gerhard SchrOder had 
only opinion polls to 
worry about, he would 
be a happy man. 

Ten days before the Lower 
Saxony elections on March l, 
the state's incumbent Social 
Democrat prime minister 
still appears comfortably 
ahead of his main rival. 
Christian Wulff, the youthful 
candidate of Chancellor Hel- 
mut Kohl's Christian Demo- 
cratic Union (CDU). 

But Mr Schroder cannot 
relax: the state election has 
been elevated to the status 
of a “primary" for the Sep- 
tember 27 federal election. 
The ordinary rules of state 
politics are In suspense and 
the presence of four main 
parties and seven others 
vying for votes ensures the 
poll will be a cliff-hanger. 

The state’s 5.9m electors 
between the North Sea coast 
and the Harz mountains in 
central Germany will have a 
decisive say over whether 
Mr Schroder, or Oskar 
Lafontaine. the Social Demo- 
crat (SDP) national party 
leader, will lead the chal- 
lenge to Mr Kohl 
Mr WulfFs performance 
could radically affect Mr 
Kohl's prospects. The parties 
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forming the government 
coalition in Bonn have been 
trailing in opinion polls 
behind a putative coalition 
of SPD and environmental 
Greens for months, but the 
opposition's lead is far from 
secure. 

Mr Kohl’s election strate- 
gists hope a good showing 
by Mr Wulff in Lower Sax- 
ony could put the coalition 
back on course for victory in 
September. A setback for the 
SPD at this time four years 
ago provided the spring- 
board for a successful fight- 
back by the chancellor in the 
1994 national election. 

Mr Schroder, for his part, 
is more concerned with bis 
rivalry with Mr Lafontaine 
for the SPD candidature. 
Although he has said he will 
not be a candidate if he fails 
his own self-imposed test - 
that is. if he suffers a two 
percentage point drop in his 
share of the vote from 443 
per cent at the last election 
in 1991 - aides admit he will 
need a more convincing 
result than that to triumph 
over Mr Lafontaine ’s ambi- 
tions, 

Mr SchrOder governs 
Lower Saxony with an abso- 
lute majority of one seat, 
largely because the small 
Free Democrat party won 
only 44 per cent of the votes 
in 1994 and so failed to clear 
the 5 per cent hurdle needed 
to enter the state parlia- 
ment. If the FDP returned, 
Mr SchrOder would be forced 
to seek a coalition with the 
environmental Greens. This 
would tarnish his image as a 
winner and land him in diffi- 
cult negotiations with 
Rebecca Harms, the Green 
leader in Lower Saxony. 

Ms Harms has a low opin- 
ion of Mr Schroder, whom 
she accuses of scrapping and 
betraying Green policies 



An election poster in Hanover shows the CDlTs Christian Wulff announcing his readiness 
to meet Gerhard SchrOder, pictured behind him, in a televised debate ew 


introduced in his first gov- 
ernment. a “red-green” coali- 
tion between 1990 and 1994 
Her campaign, she says, is 
one of “confrontation with 
the SPD" and she insists 
that she will not join a new 
red-green coalition if the two 
sides cannot agree. 

Mr Schroder, in his cam- 
paigning. takes no notice of 
the Greens or any other 
local rivals. His tightly con- 
structed speeches, delivered 
with passion and without 
notes to packed halls of SPD 
supporters, convey two mes- 
sages: “The SPD wants to 
continue in power in Lower 
Saxony and the election will 
mark the end or Mr Kohl’s 
era in German politics". 
With unemployment close to 
5m nationwide, he uses the 
issue of jobs to hammer the 
Kohl government’s record. 

Mr Kohl is proving a ques- 
tionable asset for Mr Wulff. 
Until late last year, the 38- 
year-old lawyer was one of 
the “young wild ones’, a 
group of younger CDU politi- 
cians who chafed against Mr 
Kohl's leadership and the 
failures of his government to 


tackle Germany's ills. Mr 
Kohl, who is making 11 
appearances in the cam- 
paign, now singles out Mr 
Wulff as one of the CDlTs 
brightest hopes for the 
future. 

When on his own, Mr 
Wulff distances himself fro m 
the chancellor. Speaking to 
CDU members and local resi- 
dents in the small town of 
Holzminden last week. Mr 
Wulff mentioned Mr Kohl 
once briefly before invoking 
Tony Blair, the UK prime 
minister, three times. 

Mr Wulff, unlike the 67- 
year-old chancellor, tfm<» 
on his side. He needs to 
improve the 36.4 per cent he 
polled in 1994 only slightly 
to claim a victory and seek 
office again in four years' 
time. 

If the FDP were to gain 
more than the 5 per cent 
required for election, it 
would be a huge boost to Mr 
WuUt The FDP is committed 
to a coalition with the CDU 
and its hopes have risen 
despite a bizarre poster cam- 
paign in which candidates 
are bathed in gold light and 


look like jaundiced aliens- 
The FDP also believes it 
will benefit from its consist- 
ent opposition to Mr Schro- 
der's decision to use public 
money to buy Prenss&g 
Stahl, a local steel company 
about to be taken over by a 
foreign company, while Mr 
Wulff was initially ambiva- 
lent about the move. 

The latest opinion poll 
from the Berlin-based Forsa 
research organisation for 
today’s newspaper Die 
Woche shows supportfor the. 
SPD r unning at 46 per cent, 
the CDU 35 per cent, the 
Greens 9 per cent and the 
FDP 4 per cent But 25 per 
cent* bf voters have "not 
decided whether to vote or 
whom to s uppo rt 
Although such opinion 
polls have an uneven record 
in regional elections. Mr 
Schrbder looks set to be the 
winner on the night But 
unless he secures another 
absolute majority and an 
enhanced share of the vote, 
he could find that victory is 
insufficient to see off Mr 
Lafontaine in the fight to. 
rhaTlpngp Mr Kohl 


Germany reports record trade surplus 


By Peter Norman In Bonn 


Unexpectedly strong exports in 
December helped Germany last year 
to its highest annua) trade surplus 
since unification in 1990. But the 
achievement was clouded by warn- 
ings from the Bundesbank and a 
leading economic research institute 
of a slowdown in foreign demand for 
the country's products. 

The federal statistical office yes- 
terday reported that the visible trade 
surplus increased to DMl2.3bn 
<$6.9bn> in December from DMi&ibn 
in November. In December 1996 the 
surplus was DMTbn. Last Decem- 
ber’s performance helped lift the sur- 
plus for 1997 to DM121. 7bn from 


DM98.5bn the previous year, mark- 
ing the first trade surplus of more 
than DMlOObn since unification. 

However, the visible trade surplus 
was more than offset by high trans- 
fers abroad. As a result the current 
account balance, which measures 
trade in goods and services and 
transfer payments, recorded a provi- 
sional deficit of DMIO.ibn against 
DM19 Abn in 1996. 

December's higher merchandise 
trade surplus reflected a sharp 17-2 
per cent jump in exports to 
DM77.4bn compared with the same 
1996 month, while imports were only 
102 per cent higher at DM65. lbn. 
But while December's export growth 
exceeded last year’s overall 12.5 per 


cent increase, both the Bundesbank 
and the Berlin-based DIW institute 
reported a slowing of export orders 
towards the end of 1997. 

In its latest monthly report, the 
Bundesbank noted that last year’s 
export growth had so far failed to 
boost the domestic economy or bring 
any overall improvement to the 
labour market Although the central 
bank said it was too soon to assess 
the effects of Asia's economic and 
financial crisis, it warned that the 
combination of weakened foreign, 
demand and enhanced export com- 
petitiveness among Asian manufac- 
turers could create “considerable 
problems" for some German indus- 
trial sectors. 


The DIW forecast that the econ- 
omy could expand by 0.5 per cent in 
the present quarter compared with 
the final quarter of 1997 and show 
growth of 3 per cent compared with 
the first quarter of 1997. However, it 
warned that this would give a decep- 
tively favourable picture of true 
trends, because output was 
depressed by bad weather early last 
year and there were fewer working 
days in last year's first quarter. 

Meanwhile, the closely watched 
business climate indicator from the 
Munich-based Ifo economic institute 
signalled a slight decline of opti- 
mism in the economy. The index, 
published yesterday, foil slightly to 
992 from 99.6 the month before. ' 


Farmers uneasy at 
CAP reform plan 


By Michael Smith in Brussels 


European Union countries will be 
able to choose how to allocate bil- 
lions of Ecus of Brussels aid to farm- 
ers for the first time under contro- 
versial plans for reforming the 
Common Agricultural Policy, 

The plan by the European Com- 
mission wifi be welcomed by many 
member states but attacked by some 
fanners as paving the way for a re- 
nationalisation of the CAP and a 
phasing out of subsidies. 

The Commission insists it will 
keep a tight control of overall fund- 
ing and will ensure countries con- 
form to EU-wide parameters. But 
handing over discretion on nearly 
Ecu3bn f$3.3bn> a year of beef and 
milk subsidies is expected to soften 
opposition to overall CAP proposals 
the Commission plans to unveO on 
March 18- 

The reforms are seen in Brussels 
as a prerequisite for the European 
Union's expansion into central and 
eastern Europe. Without change, the 
annual CAP budget of Ecu40bn 
would rise beyond levels member 
states are prepared to pay. 

First drafts of proposals drawn up 
under Franz Fischler. the farm com- 


missioner. would give states author- 
ity over 30 per cent of compensation 
payments for beef and dairy farmers. 

Agra Facts, a Brussels-based news- 
letter. says this would give countries 
a fond of Ecul9bn a year for beer 
farmers and EeuSlOm for dairy farm- 
ers. Although the countries would 
have to meet Commission criteria 

for distribution, they would be able 
to allocate money according to 
domestic priorities. 

Farmers fear this will distort mar- 
kets since some will receive smaller 
subsidies for certain animals than 
their counterparts in other coun- 
tries. They are also concerned that it 
will set a precedent for other areas 
of CAP authority being handed over 
to countries in subsequent reforms. 

Under other proposals the Com- 
mission is seeking a bigger cut in 
milk support prices - the level at 
which the EU guarantees to buy- 
products - than previously indi- 
cated. It wants a 15 per cent reduc- 
tion, rather than the 10 per cent 
announced last July. Officials are 
floating the idea of an increase in 
milk quotas under pressure from 
countries including Italy and the 
UK, which want to increase produc- 
tion. 


EU to act against 
telecoms laggards 


By Emma Tucker In Brussels 


Pull telecoms liberalisation in the 
European Union has made a promis- 
ing start, with most states allowing 
competition to flourish and regula- 
tors correctly enforcing the law. 
according to a European Commis- 
sion report adopted yesterday. 

However, the Commission said it 
would take legal action over the 
next few weeks against a handful of 
governments whose application of 
the law was patchy. 

“On the whole the picture is 
rosy,” said Martin Bangemann, the 
telecoms commissioner. “We are 
satisfied with the situation.” 

According to the report, the EU's 
Ecul4ibn (S15€bn) telecoms market 
was growing by 82 per cent a year, 
thanks to the liberalisation process. 
The quality of services had 
improved and prices had fallen. Ai 
the same time there had been an 
explosion in the use of mobile tele- 
phones, faxes and the internet. 

Belgium. Greece. Ireland. Luxem- 
bourg and Portugal were lagging 
behind on basic liberalisation of ser- 
vices. On specific issues, the Com- 
mission intends to tackle restric- 
tions in Greece and Portugal on 


“call back” services which allow 
consumers to bypass local phone 
companies to make calls on lines 
provided by foreign operators. 

It Is also threatening legal action 
against Belgium. Spain, Ireland, 
Italy and the Netherlands if they 
fail to issue licences for DCS 1800 
mobile phone services within a “rea- 
sonable period”. 

The report also complained that 
Italy had not licensed a new opera- 
tor to provide basic voice telephony 
services, the only country not to 
have met the January deadline for 
doing so. excluding five countries 
that were allowed more time. - 
• Italy's communications ministry 
said yesterday it had awarded fixed- 
line licences to Wind and Xnfos- 
trada, enabling them to operate tele- 
phone services in competition with 
Telecom Italia, Reuters reports from 
Rome. Wind is a Joint venture 
between Enel, Deutsche Telekom 
and France Telecom. Infostrada is a 
joint venture between Italy’s Oli- 
vetti and Germany's Masnesmann. 

“The two licences represent a par- 
ticularly relevant step in that they 
mark the end of Telecom’s monop- 
oly in fixed-line telephony,” the 
ministry said. 


NEWS DIGEST 


Italy appoints 
railway chief 


The Italian government sought yesfer^ . 

and happier chapter in the sonystory of ^country 
railway network by appointing Claudio Demattfi as 
chairman of the state-owned company. 

After a series of accidents, corruption afiegations and 
strikes that have beset the loss-makmg 
Demattfi, an economics professor ^banker, has bjn 
chosen to work alongside Giancarlo Cixnoli. the ctnef 

Italian newspapers speculated yesterday that 
D ematt fe. a former president of Rai, the state 

network, would take over some of the powers currently 

enjoyed by Mr Cimoli- 

Together, the two men are to pump steam mto a 
mammoth restructuring project that will involve about 
L70.000bn f*38bn) in investments over the next 10 years, 
to modernise the existing railway network ana create a 
highspeed rail system. James Blitz, Rome 


OFFSHORE PLATFORMS 


Brussels in disposal plan 

The European Commission yesterday called for disused 
oflbhore oil and gas platforms to be taken to land for 
disposal and recycling- But it said exceptions could be 
made for large concrete platforms. 

A communicatio n adopted by the Co mmiss ion, the EU's 
executive, said all except a limited number of the 600 
ins talla tions in European waters should be safely and 
economically removal from the sea when they fall into 
disuse. 

However, it noted that there was no proven technology 
to remove large concrete platforms. In exceptional cases, 
it said, installations should he exempted from any 
prohibition but this should only happen after a detailed 

evaluation and consultation. 

The Commission is asking member states to back its 
stance as EU policy for talks in July to finalise rules for 
o flbhore installations under the Ospar convention for the 
protection of the marine -environment. 

Michael Smith and Robert Corzine 


FRENCH PRIVATISATION 


Conditions set for GAN bids 


Companies MflrHng for GAN. the last important French 
insurance privatisation, will be obliged to guarantee to 
preserve its identity under terms outlined yesterday by 
the finance ministry. Reflecting the Socialist-led 
government’s concern about unemployment, the ministry 
bas also stipulated that the future owner or owners 
promote job creation. 

The government is offering 87 per cent of its stake in 
GAN’S operating company while retaining the holding 
company. All other shares in the operating company will 
be offered to the employees. 

Potential purchasers will have access to GAN'S books 
for seven days between March 9 and April 17. with firm 
bids due to he placed by May 7. GAN was the object of a 
FErSObn (&3bn) rescue plan last year. Bidders must also 
undertake to retain the existing agreements with its 
banking associate CIC. which is to the process of 
privatisation. . Robert Graham, Paris 


GERMANY 


SPD pledges to repeal reforms 


Oskar Lafontaine, leader of Germany’s opposition Social 
Democratic party, promised yesterday to repeal the main 
supply side economic reforms of the government of 
Helmut Kohl, in the event erf an. SPD victory in the - 
September 27 general election. 

In an interview with the mass circulation Bild Zeitung, 
Mr Lafontaine pledged to restore sick pay in full and 
restore protection against dismissal to employees in small 
businesses. He also promised to reverse plans to trim 
pensions introdoced by the government to prop up the 
finances of the state run system. 

In addition, the SPD leader who is a possible challenger 
to Mr Kohl for the. job of chancellor, promised higher 
childrens’ allowances and a tax reform that would boost 
average household income by DM2500 ($1,404) a year. 
Such steps would increase demand and create jobs, he 
said* . Peter Norman. Bonn 


CRIMEAN ELECTIONS 


Kuchma signs new law 


An unpopular law on parliamentary elections in 
Ukr a i n e's autonomous region of Crimea was si gned 
yesterday by Leonid Kuchma, Ukraine's president, a move 
which is Hkely to stoke tensions in the region. 

The law will allow elections to take place as scheduled 
on March 28, alongside elections to Ukraine's parliament, 
but is likely to infuriate Crimean politicians. The Crimean 
peninsula belongs to Ukraine but is two-thirds Russian, 
and has often threatened to secede from Ukraine and join 
Russia.. 

The law allows citizens of any region in Ukraine to rim 
for the Crimean parliament, and maintains a first past the 
post electoral system rat h e r than adopting a proportional 
representation system as in the national Ukrainian 
parliament. 

Crimea's political parties would like to limit 
participation to residents of the peninsula. They would 
also prefer to see proportional representation, which 
would strengthen the role of parties, Charles Ctaoer, Kiev 


GENETICALLY- ALTERED CORN 


Farmers guilty of sabotage 


Three farmers were yesterday found guilty by a French 
court of d amag in g stocks of genetically altered com 
owned by Novartis.-the Swiss group, t 

The three men, members of a militant organisation 
backing traditional methods of farmin g , were given 
suspended sentences of up to eight months. Each was 
provisionally fined CTWOQ.DOO (J8L800): The case followed 
a well organised sabotage action in January carried out 
by about 100 farmers against a Novartis warehouse at 
Nerac in south-west France. 

They ripped open sacks, causing damage provisionally 
estimated at FFr6m,ln the first direct protest against the 
introduction m France o£ genetically altered com 
developed by Novartis. " 

After much agonising, the Socialist-led government 
approved the cultivation of genetically altered com last 
November. Robert Graham 


FRENCH BOMBINGS 


Islamic militants jailed 

AFren^ court yesterday sentenced 37 Islamic mflitants 
^vlcted rfprovidmg support for bomb attacks that 
toronsed France in 1985 to jail tenns of up to 10 years. 

aI kf ed , to tave been involved with the 
Axm *£ JSkaafc Group, which was blamed 
for the deadly wave of bombings and nfato.** 

resp o nsibility for soma. . 

■Hieattacks began on July 26 1995 .when a bomb 

m afiulwra y train in the Latin quarter of" : 

frtfnred in ti» campaign by militants trying to -pressure ' : 
France to cut its ties with Algeria's military-backed 
government . 
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NEWS: EUROPE 


Parliam ent expected to appoint the head of the central bank to a second term today 

set for stable monetary policy 



By Christopher Bofomsta" 

In Warsaw' r'. 

Poland Is set to maintain stable 
monetary policies for the next six 
yeare iiffi the expected appoint-.. 
ment by parliament today of 
Hanna GrbnUewicz-Waltz for a sec- 
ond term as the head of the central 
bank. ‘ . 

- Ms- &onkjewicz-WaltZ; 46, a spe- 
cialist in banking law. has teamed 
out to be a political survivor after 
recovering from an. ill-fated 
attempt to win the Polish presi- 
dency in 1995. 

Tbs move won her the opposition' 


. of Ledj Walesa, the then president, 
_who nominated, her for bear first 

- term in 1992. Now she has won the 
backing of Aleksander Kwas- 
niewski, Mr Walesa’s successor, 
against whom she also ran for the 
office. 

- After her appointment in 1992, 

Ms Gronkiewicz-Waltz won the 
confidence of the international 
finan’rfni community by keeping a 
tight rein on Poland’s money sup- 
ply- - ' 

. She also impWn pm pd a supervi- 
sory regime for the banking system 
which cut fraud and. risk of bank- 
ruptcies in the early 1990s. Ms 


Gronkiewicz-Waltz will now pro- 
vide continuity at the head of the 
Monetary Policy Council (RPP), a 
io-member body charged with set- 
ting monetary policy under 
Poland's new constitution. 

Of the council's nine other mem- 
bers. three are appointed by 
Poland's lower house of parlia- 
ment, three by the upper house, 
and three by the president. 

The deliberations of the RPP will 
be published not less than six 
weeks after its meetings; it is 
obliged to inform parliament of its 
policies once a year. 

In the past, the central bank's 


monetary guidelines were 
approved by parliament along with 
the budget 

The new council chaired by Ms 
Gronkiewicz-Waltz fairly accu- 
rately reflects Poland's balance of 

political power. Nevertheless, it is 
unlikely to stray far from the mon- 
etary orthodoxy of the past six 
years. 

Marek Dabrowski, a strict mone- 
tarist. has been nominated by the 
pro-business Freedom Union. Oth- 
ers, such as Bogus law Grabowski, 
a former senior banking executive, 
enjoy the confidence of the Solidar- 
ity Electoral Action (AWS), the 


dominant government coalition 
party. 

Two of Mr Kwasniewski's nomi- 
nees. Grzegorz Wojtowicz, a former 
central bank bead, and Dariusz 
Rosati. an economist who served as 
foreign minister In the last govern- 
ment, are also well qualified for 
their pasts. 

The council also includes two 
more political appointments in 
Wojciech Laczkowsld. a righrwing 
lawyer, and Aieksandra Ziol- 
kowska, a leader of the left-of-cen- 
tre Labour Union. The Union failed 
to win seats in parliament at the 
last election. 



to rule by example 


President of Lithuania says country must shake off 
its past. John Thornhill and Matej Vipotnik report 


V aldas Adamkus, a 
genial 71-year-old 
Aznerican-Lith.ua- . 
nian, has contested only two 
elections in his Hfe. In the 
first, in 1968, he stood as a 
Republican candidate for the 
post of sanitary trustee of 
Cook county, Illinois, hat 
was run over by Chicago 
mayor RichardDaley's polit- 
ical machino; 

Thirty years later; Mr 
Adamkus has just recorded a 
startling, if improbable, vic- 
tory in the presidential elec- 
tions in Lithuania, sweeping 
to power in' the country of 
his birth. - 

Next week, Mr Adamkus. 
who served for 27 years as a 
US enviro nmental protection' 
officer -and only regained - 
Lithuanian citizenship in ■ 
1992, will be sworn In a* 
leader -of the newly indepen- 
dent Baltic: state of 4m 
people. His pledge is to 
shake off the last, harmful 
remnants of the country's' 
Soviet legacy, and restore 
Lithuania as a full' and 
respected member of Euro- 
pean society, with a 'strong 
claim to join both the _Euro= 
pean Union andNato. \ 

It has been a remarkable 
personal journey for Mr 


Adamkus; but it promises no 
less a radical political trans- 
formation for Lithuania, s tm 
seemingly shocked by tbe 
boldness of -what they have 
just done,' Lithuanians pray 
Mr Adamkus's election will 
mark the end of a decade of 
tumultuous revolution and 
the beginnings of a new era 
of peaceful consolidation. 

Lithuania's neighbours 
may believe the choice of Mr 
Adamkus confirms the coun- 
try’s reputation for madcap 
idiosyncrasy, which played 
such an important part In 
unravelling the Soviet Union 
in the late 1980s. But in an 
interview this week, there 
was no doubting Mr 
Adamkus’s sense of patriotic 
duty and his conviction that 
he could make a difference. 

"I have made it very clear 
that I want to bepresident of 
all the people ” he says. “Ido 
not have any political debts 
to pay; I am not tied to any 
political past. I cannot be 
accused Of changin g my 
position of my political col- 
our. • 

- "• |i T will do everything possi- 
ble to serve as a moderator 
among tbe political parties 
and bring them closer* 
together,” be says, as his 


voice echoes around the 
impeccably-refurbished 
rooms, of the presidential 
palace, where he is already 
holding court “I want to 
serve as an exaznple of what 
can be achieved by public 
service." 

During the election cam- 
paign, Mr Adamkus argued 
the presidency should be 
redefined, giving the incum- 
bent more scope to set the 
domestic political agenda. 
He seems certain to support 
the energetic reforms pur- 
sued by Gediminas Vagnor- 
ius, who since becoming 
prime minister in October 
1996, has helped turn Lithua- 
nia into one of the fastest- 
growing economies in 
Europe. But Mr Adamkus 
has outlined his own plans 
to take a more active role in 
environmental matters and 
trim Lithuania’s bureau- 
cracy by catting the number 
of ministries from 17 to 11. 

“The bureaucracy still rep- 
resents some remnants of 
the past We have to take a 
different, fresh look at how 
tbe bureaucracy operates. It 
should not serve the bureau- 
crats but should serve the 
people," he says. 

Vytautas Landsbergls. the 



Adamkus: having received the victor's bouquet in January is waiting for the brickbats ap 


country's legendary indepen- 
dence leader and parliamen- 
tary chairman, says he - 
like many of his compatriots 
- backed Mr Adamkus in the 
second round of voting, pre- 
cisely because he was better 
equipped to purge the coun- 
try of its old ways of think- 
ing. 

“There is still too much 
Soviet mentality in post-So- 
viet society in Lithuania, 
which is hindering our prog- 
ress in same unseen forms. 
As in aD post-Communist 
countries, we still have 
dreams about a Soviet social- 
ist style of life which is a 
negative," says Mr Landsber- 
gis. 

By contrast, Mr Adamkus 
represents the "can-do w 


spirit of his adopted country 
and stresses the importance 
of re-establishing the “moral 
authority” of the state and 
respect for law and diversity 
of opinion. He also believes 
he must trumpet Lithuania's 
accomplishments more 
loudly abroad to raise the 
country’s international pro- 
file. 

Although Mr Adamkus 
may have spent most of his 
life outside Lithuania, he 
says be has been actively 
involved in its struggles for 
decades. During the Soviet 
occupation, he became a 
“voice of freedom" for Lith- 
uania by broadcasting on the 
Voice of America radio sta- 
tion. “There was no need to 
tell anyone in Lithuania who 


is Adamkus," he says. 

But Mr Adamkus is also 
painfully aware that the 
early euphoria attending his 
victory could rapidly turn to 
disillusion. “The people 
expect some miracles and 
people expect some resolu- 
tion overnight to some of the 
problems facing this coun- 
try." he says. 

“I want to openly state 
from the very beginning that 
we have a difficult time 
ahead and some sacrifices 
will be needed," he adds, 
appealing to Lithuania's 
sense of mission. “But our 
problems can be solved if 
collectively, as a country 
and as a nation, we work 
together rather than sepa- 
rately as selfish mdrviduais." 


Italian 
MPs quit 
rightwing 
group 

By James Blitz in Rome 


Members of parliament from 
two political parties yester- 
day broke away from the 
centre-right grouping led by- 
Silvio Berlusconi in Italy’s 

biggest political realignment 
since the general election of 
April 1996. 

The deputies, from the 

Christian Democrat Centre 

(CCD; and the Christian 
Democratic Union (CDU;. 
said they would join a new 
formation founded by Fran- 
cesco Cossiga. the former 
president. Their decision to 
join the Democratic Union 
for the Republic fUDRi has 
followed months of uncer- 
tainty within the smaller 
parties about Mr Berlus- 
coni's leadership and, in par- 
ticular. the wave of corrup- 
tion allegations he faces. 

The defection raises new 
questions about how long Mr 
Berlusconi can survive as 
leader of the centre-right 
Freedom Alliance. Its repre- 
sentation in tbe chamber of 
deputies has now dropped 
from 246 seats to 217. 

Mr Cossiga's new party, 
which was founded at the 
end of last year, now has 
some 29 seats and could be 
an important new prop for 
the centre-left government of 
Romano Prodi. 

Mr Cossiga was Christian 
Democrat prime minister 
twice in the late 1970s and 
early 1980s and clearly 
wishes his new party to be of 
centre-right orientation. But 
he has made clear his strong 
personal appreciation for Mr 
Prodi, whose coalition is 
again under str ain. 

Mr Prodi faces outright 
rebellion from as many as 48 
Refounded Co mmunis t <RC> 
and Green party MPs if Ital- 
ian bases are used by tbe US 
in the bombing of Iraq. Any 
defection could be balanced 
by the support of the pro- 
American Mr Cossiga. 

• Mr Prodi confirmed yes- 
terday that Iri, Italy’s state 
bolding company, had “ter- 
minated its mission and will 
be liquidated.” In line with 
commitments to the Euro- 
pean Commission. 


Court 
rules in 
digital 
TV battle 

By Tom Bums in Madrid 


Spain's centre-right 
government yesterday 
shrugged off an embarrass- 
ing legal ruling In a long- 
running battle with the 
country's leading media 
group over the introduction 
of digital television. 

Government officials said 
they were confident the Mad- 
rid court order would be 
overruled on appeal. The rul- 
ing provisionally suspended 
tbe acquisition by Telefon- 
ica, the telecoms operator, of 
a stake in Anteoa 3, a major 
commercial TV company. 

Officials said the order, 
which upheld an appeal by 
Grupo Prisa. Spain's biggest 
media group, against the 
acquisition, did not ann ul 
Telefonica's share purchase 
and would not affect busi- 
ness-at Antena 3. 

Luis de Grandes, the gov- 
ernment's spokesman in par- 
liament, added to the contro- 
versy by questioning the 
impartiality of Margarita 
Robles, the judge who ruled 
in favour of Prisa’s action, 
because she had served in 
the former Socialist govern- 
ment. The left-leaning Prisa 
group broadly supports the 
Socialist party. El Pals. Pris- 
a's flagship newspaper, 
hailed the r ulin g in an edito- 
rial yesterday. 

The row centres on Tele- 
fonica’s $2 65m purchase of 
25 per cent of Antena 3 and 
of a controlling stake in an 
associated company that 
owns rights to broadcast 
domestic football matches. 
The acquisition was a severe 
blow for Prisa because, as a 
result of the transaction, 
Antena 3 withdrew from a 
digital TV network managed 
by the media group and 
joined a competing digital 
service backed by Telefdn- 
ica. 

Since then Recoletos, the 
Spanish subsidiary of Pear- 
son, the group which pub- 
lishes the Financial Times, 
has acquired a 10 per cent 
stake in Antena 3 through a 
new share issue. In turn, 
Telefonica has taken a 20 per 
cent in Recoletos. 
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over telecom pact 


By Henry Tricks ' 1 - : v 7 
in Mexico City 

MCI and AT&T.' the US 
tatecoms companies, yester- 
day accused Mexico of violat- 
ing a two-week-old global 
telecoms pact and . said . the 
US government had been 
asked to intervezie at the 
World Trade Organisation to 
settle the dispute. 

MCI and AT&T have been 
losing patience in their 
crossbarder phone war with 
Mexico. . MCI has suffered 
heavy losses it blames on 
h igh fees paid by its local 


partner . AvaziteL to Mexico’s 
1 trading carrier, Telmex. 

" . hi a letter, MCI urged the 
office of the US Trade Repre- 
sentative 1 (USTR) : “promptly 
to implement all measures at 
its disposal; including Initia- 
tion of a WTO dispute settle- 
ment proceeding, to ensure 
Mexico rectifies its discrimi- 
natory regulatory regime 
and immediately complies 
with WTO comznitaients". ' 
AT&T also asked- the 
USTR to take action against 
Mexico but included Canada 
for its “non-compliance” 
with the WTO agreement. If 


the USTR agrees, Mexico 
and Canada - would be the 
first countries cited as vio- 
lating the WTO telecommu- 
nications agreement signed 
by 72 countries, including 
Mexico and Canada, earlier 
t h i s month. 

“Mexico's failure to fulfil 
its . obligations under the 
WTO agreement jeopardises 
the agreement's promise to 
open foreign telecommunica- 
tions markets to free and 
four competition," MCI said. 

.'Both MCI and AT&T have 
accused Mexico of discrimi- 
nating against their partners 


in Mexico in favour of Tel- 
ia ex, which had a monopoly 
on long-distance services 
until 1996. The Mexican gov- 
ernment denies favouritism- 
cross-border phone traffic 
volume between Mexico and 
the US is tbe world’s second 
highest after that between 
the US and Canada. Central 
to the dispute is a 58 per 
cent surcharge on inbound 
traffic that Avantel. and 
AT&T’s partner Alestra, pay 
Tehnex as a government-im- 
posed subsidy to help it 
expand its local network. 
Avantel has also com- 


plained that interconnection 
rates charged by Telmex are 
above 7 US cents a minute, 
seven times higher than the 
real cost to Telmex. It has 
called them “the world's 
highest interconnection 
rates". 

Tbe dispute has led MCI/ 
Avantel to suspend 5900m in 
planned investments in 
Mexico. AT&T has also 
joined MCI In seeking to 
block Telmex's planned 
entry into the US Hispanic 
market, demanding more 
foreign access to the Mexi- 
can market 


Asian clouds over Australian tourism 

The regional financial crisis has hit tourist numbers hard, says Gwen Robinson 


A t Australia’s largest 
annual gathering of 
commodities produc- 
ers, held in Canberra earlier 
this month, leading export- 
ers and analysts predicted 
the Aslan financial crisis - 
would slice more than two-.- 
thirds off predicted export 
growth in the year to June 
1999. - . . 

Nearly all sectors would 
face falling demand and 
prices, they warned. But of 
all areas in Australia’s hith- 
erto vibrant expert economy, 
tourism is perhaps the' most 
immediate victim. 

Airlines and tourism oper- 
ators have long prided them- 
selves as Australia’s biggest 
foreign exchange earner and 
generator of jobs. Last year 
they claimed the tourism 
industry earned more than 
A$l&5hn CUS$llhn). 

Now they are warning that 
collapsing Asian business 
could slash 20-25 per colt off 
the country's tourism earn- 
ings which, before the Asian 
crisis began, were forecast to 
rise by *5 percentege points- 
Official figures publif&ed 
recently appear to confirm 
the industry’s worst fears. 

The number of Asian tour- ■ 
ists arriving in. Australia in 
December fen 24 per cent 
yeaz'-on-year, contributing to 
a 6 per cent fell in total tour- 
ist arrivals. " . 

The collapse -in the South 
Korean market, Australia s 
second-largest source of 

tourists, was the most 
marked; Australian Bureau 
of Statistics figures show 


that Korean ' arrivals- In 
December ’fell ’66 'per cent 
year-on-year. This collapse 
was highlighted by a 'near' 90 
per -cent drop in- Korean 
tourist arrivals in Queens- 
land, the most popular desti-. 
nation for Asian tourists! 

The crisis Intensified in 
mid-January, with -tbe deci- 
sion by Qantas Airways, tbe 
country’s largest carrier, to 
suspend some services to 

re gional destinations inclnd- - 
ing Indonesia, Malaysia and. 
Thailand. A little mare than 
a week later, ’Qantas- and 
Ansett, Australia's ■ other 
international carrier, can- 
celled all flights between 
Australia and South Korea 
after revealing that passen- 
ger demand had plunged 
more than TO.per cent since 
-December. 

Some in the tourism indus- 
try say the decision to sus- 
pend flights was hasty and 
damag ed the prospects Of a 
recovery in. Asian tourism. 
But brokers, who- down- 
graded • airlme profit fore- 
casts In late January, and 
investors, who- drove the 
subsequent slide in their 
share prices, ■ probably 
wished the airlines had 
acted earlier. 

James Strong, chief execu- 
tive of Qantas, voiced his 
confidence the airline could 
redeploy capacity to more 
profitable routes with no 
aggregate loss of inbound 
passengers- The airline, 
which is due to announce its 
results today, has since tar- 
geted- China and"- India, 
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among others, as destina- 
tions expected to provide 
newpassenger g rowth. 

But Mr Strong admitted 
there might be “further 
adjustments" which required 
suspension of other services. 
Ansett also suggested fur- 
ther cuts might be planned. 

The two airlines are now 
locked in a bitter price war 
with Asian camera, which 
quickly moved in for market 
share on regional and Euro- 
pean routes as some feres to 
Europe fell nearly 25 per 
cent. Qantas and Ansett 
have cut their profit margins 
by amounts which, analysts 
say. will take some time to 
recoup. 

Although Qantas dropped 
the price of a Sydney to Lon- 


don flight by nearly 25 per 
* cent to the equivalent of 
£600 (US$970), it was still 
unable to compete with 
some Aslan airlines, which 
offered the same route for 
little more than £400. 

Earlier this month Qantas 
admitted it had suffered 
losses of about A$45m on its 
Korean route in the past 
three years. It said it would 
have incurred a further 
A$20m loss this year had it 
not suspended tbe service. 

Tourism officials say the 
cancellation of services 
makes the prospects of 
recovery in Asian markets 
more remote. “The immedi- 
ate effect is, it’s hard to get 
here - it’s a long swim from 
Asia,” said Christopher 


Brown, chief executive of 
Tourism Task Force, an 
industry body. 

John Moore, Australian 
minister for industry and 
tourism, argues that the 
recent weakening of the 
Australian dollar must have 
“enormously enhanced" 
Australia's appeal in mar- 
kets such as the US and 
Europe. Mr Moore is oversee- 
ing the drawing up of a tour- 
ism strategy to shift Austra- 
lia's marketing focus outside 
Asia. 

Tourism analysts warn, 
however, that tt will be diffi- 
cult to make up for the 
losses from Asia. Hie “melt- 
down four", as some ana- 
lysts refer to Korea, Thai- 
land, Indonesia and 
Malaysia, have recently 
accounted for 15 per cent of 
Australia's tourism arrivals. 

In a bid to revive Asian 
interest, the Australian 
Tourist Commission, tbe 
central industry body, has 
launched a A$5m advertising 
campaign in seven Asian 
countries. 

But analysts are doubtful 
that the campaign will 
encourage Asians to spend 
on overseas holidays. 

They say Australia needs 
substantially to increase the 
number of visitors from out- 
side Asia. 

If it does not, the growing 
regional malaise will cut fur- 
ther into profits - not just 
from direct tourism but also 
related sectors such as ser- 
vices and property develop- 
ment 


Poland 
reacts to 
gelatin 
charges 

By Christopher Bobinski 
in Warsaw 


Poland has relaxed its ban 
on gelatin imports after alle- 
gations that the ban had 
been imposed by politicians 
to protect a load producer 
from foreign competition. 

It will now allow imports 
of non-beef gelatin, while 
maintaining a ban on Euro- 
pean Union beef gelatin 
because of concern over 
“mad cow” disease. 

The local producer, Kazhn- 
ierz Grabek, known as the 
“Gelatin King" is Poland’s 
only producer and is 
regarded as politically well 
connected. 

Polish newspapers said the 
import ban was linked to 
financial support from Mr 
Grabek in last year’s elec- 
tion campaign. 

The gelatin ban has 
affected pharmaceutical pro- 
ducers importing from Ger- 
many and France - such as 
Glaxo Wellcome, which 
recently bought the Polfa 
plant in Poznan. 

Glaxo said yesterday that 
permission for non-beef gela- 
tin imports failed to solve 
their problems. The plant 
imports around 50 tonnes of 
gelatin a year from produc- 
ers who have been audited 
by recognised western insti- 
tutions. Poznan began the 

imports two years ago after 
Mr Grabek refused to allow 
them to inspect his produc- 
tion facility. 

Mr Grabek has denied fin- 
ancing the Solidarity Elec- 
toral Action lAWSj move- 
ment, the senior coalition 
partner. He has also fallen 
victim to health and sani- 
tary Inspectors sent in by 
Jerzy Buzek, the prime min- 
ister, following newspaper 
criticism. Inspectors closed 
the facility at Pulawy for 
failing to produce documents 
on the source of his raw 
materials, but it has since 
reopened. 

Tariffs on non-animal gela- 
tins remain very high. Suc- 
cessive governments have 
protected the local gelatin 
industry, owned by Mr Gra- 
bek, his daughter and a close 
business associate. 
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Paraguay in 
piracy dispute 

The US has launched an investigation of Paraguay's 
alleged failure to crack down on piracy and counterfeit- 
ing. Charlene Barshefsky, US trade representative, yester- 
day said she was “seriously concerned” about Asuncion's 
failure to act against “alarming levels of piracy and coun- 
terfeiting” and remained discouraged about the lack of 
enforcement, even though copyright and trademark legis- 
lation was recently passed by deputies. 

Washington has repeatedly prodded Paraguay to act on 
piracy infringements. Now it is requesting formal consul- 
tations and threa tening the imposition of trade sanctions. 
Under US law the trade representative can impose sanc- 
tions for failing to protect intellectual property six 
months after an investigation is initiated. 

Tbe US has increasingly taken its trade complaints to 
the WTO rather than imposing sanctions. However, devel- 
oping countries have been given several years to institute 
intellectual property reforms, so this case is not covered 
by WTO rules at present. Nancy Dunne, Washington 

■ FIGHTER SALES 


Chile invited to buy F/A-18s 

Chile's air force has received an official invitation to pur- 
chase eight F/A-18 fighter aircraft being built under con- 
tract for Thailand. Because of the Asian crisis and eco- 
nomic difficulties, Bangkok wants to cancel the purchase 
and, with support from tbe US State Department, is offer- 
ing its option to Chile. 

Santiago, which is about to spend $5G0m on new fighter 
aircraft, is deciding between four options, which include 
two offerings from the US - the F/A-18, along with Lock- 
heed’s F-16. Frontrunner for the contract is understood to 
be the French Mirage made by Dassault, which is offering 
a full range of equipment, including a Mica missile sys- 
tem. Also In the running is Sweden’s Gripen aircraft, 
made by Saab. Its parent company is offering an invest- 
ment programme in Chile. 

A decision is not expected until early May following 
technical assessments. Imogen Mark. Santiago 

■ UKRAINE 


Used car imports curbed 

Ukraine has imposed restrictions on imported used cars 
at the behest of South Korean conglomerate Daewoo, 
which plans to invest $l.3bn there over the next seven 
years. The Ukrainian cabinet banned imports of used cars 
of five or more years old and established a 55,000 mini- 
mum customs value on cars under five years. The mea- 
sures are to take effect on April 1. 

In September Ukrainian car manufacturer Avtozaz 
signed a draft agreement with Daewoo for a joint venture 
to produce upgraded Avtozaz Tavria cars and Daewoo 
models. 

Daewoo had made signing the final documents of the 
deal conditional on Ukraine protecting the investment. 
Many Ukrainians prefer used cars from Europe to domes- 
tically made models. In the first nine months of last year 
233.000 second-hand cars were imported by Ukraine 
mainly from Germany. 

The action may hinder Ukraine's chances of joining the 
WTO, which frowns an trade barriers in member coun- 
tries. The measure has also been criticised by Ukrainians, 
questioning why Daewoo has. been given protection when 
Avtozaz was denied it Charles Clover, Kiev 
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THE IRAQ CRISIS 


OIL-FOR-FOOD 


Unscom’s calm as war clouds gather UN planning 


By Route Khalaf In Baghdad 

World loaders are engaged in 
frantic diplomacy, the 
United Nations sends Its 
leadership to Baghdad, and 
the world frets over a mili- 
tary campaign to force Iraq 
to provide UN weapons 
inspectors unfettered access 
to all suspected sites. 

But you would not suspect 
any of this visiting Bagh- 
dad's Canal Hotel, home of 
Unscom - the UN commis- 
sion mandated with finding 
and destroying the deadly 
weapons. In the words of 
Nils Cari strom. head of the 
Baghdad office. Unscom is 
doing business as usual. 


seven days a week. 

The commission has sent 
several trams of inspectors 
around Iraq this week, moni- 
toring dozens of plants and 
sites. 

Indeed, western diplomats 
In the Iraqi capital say 
Unscom is working more 
smoothly than ever, with no 
quarrels or incidents with 
the authorities reported 
since the start of the Iraqi 
stand-off with the US about 
a month ago. 

Unscom has had a turbu- 
lent history with the Iraqi 
authorities since being set 
up following the 1991 Gulf 
war. while inspectors accuse 
Baghdad of systematic deceit 


and obstruction of their 
work. Iraq accuses Unscom 
of bias and some of its Amer- 
ican inspectors of spying on 
behalf of the U$. 

A general view held today 
in Baghdad is that Unscom's 
work is proceeding unob- 
structed because Scott Rit- 
ter, the American inspector 
Iraq accused of spying is not 
part of any team. 

The main problem today 
between Iraq and Unscom is 
eight so-called presidential 
sites. Iraqi authorities have 
barred the inspectors and 
want them to be inspected 
by a special team set up by 
Kofi Annan, the UN secre- 
tary general 


FRENCH DIPLOMACY 


Iraq has created labels for 
many of Its official build- 
ings. There are, for example, 
sensitive sites, which 
include military and intelli- 
gence units. Unscom agreed 
in 1996 that these sites 
would be visited under spe- 
cial arrangements, with 
fewer inspectors dispatched 
on the first visit There are 
also sovereign sites - mainly 
ministries - for which Iraq 
has also asked for a different 
inspection rule. 

The presidential sites rep- 
resent a tiny fraction of the 
work Unscom has com- 
pleted. While some inspec- 
tors suspect Iraq may be hid- 
ing documents or weapons 

ANNAN’S MISSION 


in some of these sites, the 
US and UK insist that access 
to them must be granted on 
principle, since UN resolu- 


up on work already com- 
pleted and Insuring that 
"dual purpose" facilities 
and equipment - such, as 


gnp 


turns mandate Iraq to pro-' medical plants - are not 
vide full access. But for redirected to making deadly 


Baghdad, presidential sites 
go to the heart of Iraqi sover- 
eignty. 

As western • officials 
opposed to military action 
point out today a large part 
of Unscom’s work consists of 
monitoring sites which We 
been declared free of weap- 
ons of mass destruction'. 
With a staff of 120, including 
80 full time inspectors (and 
more teams sent from New 


weapons. 

“An efficient monitoring 
system has been put in place 
and will be jeopardised by 
military action, and presi- 
dential sites are but one per 
cent of total sites," says a 
western diplomat 

“Of course Unscom should 
have access in Iraq but in 
spite of everything. Unscozn 
works, so it would seem 
absurd not to be able to find 


on 


York intermittently) many a diplomatic way out of this 
inspections involve following crisis." ' 


Crucial role for Paris 
in defusing showdown 


UN chief undeterred 
by lessons of history 


By Robert Graham in Paris 

The Paris stopover of Kofi 
Annan , United Nations sec- 
retary-general. on his 
last-ditch mission to Bagh- 
dad underlines the crucial 
role played by French diplo- 
macy in seeking to head off 
a military showdown 
between the US and Saddam 
Hussein, the defiant Iraqi 
leader. 

In advance of Mr Annan's 
arrival tomorrow, Hubert 
VCdrine. French foreign min- 
ister. said in a radio inter- 
view: “It is not unreal to 
think that even now. in 
extremis, he [Saddam Hus- 
sein] might be ready to lis- 
ten to what be has been 
unceasingly told, notably by 
France”. 

From the outset of this lat- 
est crisis with Iraq, France 
has pressed for a diplomatic 
solution and been openly 
hostile to the use of force. 

Within the Socialist-led 
government, there Is a 
strand of anti -militarism. 
Jean-Pterre Chevfenement, 
interior minis ter, resigned 
from the defence portfolio at 
the time of the 1991 Gulf 
War. 

France also values its good 


relations with the Arab 
world and is acutely sensi- 
tive to any incident that 
might enflame the large 
Islamic community on 
French soil. But self-interest 
has been more than bal- 
anced by the belief a mill- 
fcary solution would be dan- 
gerous and 

counter-productive. 

President Jacques Chirac 
and tbe Jospin government 
who do not always see eye to 
eye on foreign policy, are 
convinced the consequences 
of US military action against 
Iraq are so appalling that 
every channel of negotiation 
must be pursued, including 
one that provides some 
face-saving for Mr Sad dam. 

This explains why France 
has in recent weeks risked 
upsetting Washington by 
siding with Russian initia- 
tives to contain Iraq, and 
persisting with diplomatic 
attempts at negotiation 
when all along, tbe US has 
favoured a military option. 

First, President Chirac 
went out on a diplomatic 
limb by sending a personal 
letter last week to Mr Sad- 
dam via a senior foreign 
office official. This broke 
protocol since the Gulf War. 




whereby all direct contact 
was avoided with the Iraqi 
leader. 

Then on Tuesday, he 
received Mohammed Said al- 
Sahaf, Iraqi foreign minister, 
who brought a reply from Mr 
Saddam. The letter appar- 
ently brought no new pro- 
posals. But the meeting 
enabled Mr Chirac to spell 
out the serious risks of flout- 
ing Security Council resolu- 
tions and extol the benefits 
of a final attempt to broker a 
deal through the offices of 

Mr Annan 

The French then had to 
convince a sceptical US (and 
British) government about 
the value of the Annan mis- 
sion along guidelines laid 
out largely by Paris. For 
Washington late on Tuesday 
to have endorsed Mr 
Annan's Baghdad trip under- 
scores the extent the US has 
moved. 

From thinking Paris was 
ploughing its own Middle 
Eastern furrow with a touch 
of anti-Americanism, Wash- 
ington has accepted it may 
have been given a chance to 
avoid military action: and if 
such action is taken, all dip- 
lomatic channels would have 
been seen to be exhausted. 


By Laura Silber at the UN 
in New York 

Kofi Annan. UN 
secretary-general, will today 
meet Javier P&rez de Cuel- 
lar, former UN chief, who 
will advise him about his 
eleventh-hour mission to 
Baghdad on the eve of the 
1991 Gulf war. 

It was Mr PGr ez de Cuel- 
lar's ill-feted visit that made 
the secretary-general so 
wary of travelling to the 
Iraqi capital. However, while 
the challenge of persuading 
Iraqi President Saddam Hus- 
sein to back down remains 
huge, the situation feeing Mr 
Annan is very different 

When Mr P&rez de Cu&llar 
mounted his attempt to 
stave off military action. 
Iraq had already made it 
clear it was prepared for war 
against the allied forces and 
Israel and bad rejected last- 
minute attempts to preserve 
peace in the Gulf. 

Unlike Mr Annan. Mr 
P&rez de Cufillar had no 
room for manoeuvre. "He 
had to deliver an ultimatum 
and tell Saddam to leave 
Kuwait There was no room 
for compromise,” said Stan- 
ley Meisler, author of the 




weapons inspectors to his 
palaces to ensure the preser- 
vation of national dignity. 

When Mir P&rez de Cu&Dar 
left the UN for Baghdad, his 
staff went down to the lobby 
and applauded him in the 
hope he would succeed and 
in the conviction that he was 
embarking on a noble mis- 
sion. 

Despite his send-off, .his 
visit left the UN chief humil- 
iated. He was kept waiting 
for hours to see Mr Saddam 
and was further embar- 
rassed when the Iraqis 


By Robert Corano m 
London and Laura saber at 
His United Nations' 

The United Nations Security 
Council is expected to agree 
a new Iraqi ofl-fbr-food pro- 
gramme today in a move 
that could pave the way for 
a unprecedented expansion 
of the UN's involvement in 
Iraq's economy. 

“We want to move as-, 
quickly as possible on tbe 
humanitarian programme. 
Regardless of possible mili- 
taiy action, the framework 
for the oil-for-food pro- 
gramme must be. in -place 
and. we want to get on and 
adopt the secretary-general’s 
recommendation,” said a 
British diplomat ... 

The resolution . sponsored 
by Ihe UK, Sweden and Por- 
tugal will allow Iraq to- 
export $5.2bn of oil every six 
months, more than double 
the amount now allowed. 
The resolution also broadens 

the d efinition of h nmanit flr- 
Ian goods and would allow 
investment in infrastructure 
projects, including those in 
strategic sectors such as oH 
and electricity, 

Iraq has protested that 
some parts of the resolution 
violate its sovereignly. And 
it is likely to take a tough 
line in negotiating the terms 
of a new aid distribution 



P&rez de Cu&llan humiliated 
on mission to Baghdad 

“United Nations: The First 
50 Years". 

The allied forces in 1991 
were in place and ready to 
strike with strong support 
This time military action 
found little support in the 
Gulf and Arab world and no 
better than lukewarm sup- 
port beyond. 

Mr Annan must persuade 
Mr Saddam to back down 
and allow UN inspectors 
access to suspected weapons 
sites placed off limits. He 
has managed to stitch up a 
consensus among the five 
big powers, demanding 
unfettered . access to sus- 
pected weapons sites, but he 


issued a transcript =• of plan to cover such an 
r emar ks he had made in his extended programme. 


meetings, which Washington, 
considered to be overly con- 
ciliatory. 

"He went there with no 
assurances from Iraq that 
they would give him any- 
thing. The US didn't really 
want him to go. By the time 
he got there military action 
was a foregone conclusion,” 
Mr Meisler said. 

By contrast Mr Annan yes- 
terday appeared optimistic. 
"I am very pleased to tell 


But if such obstacles were 
overcome, the .UN's involve- 
ment in Iraq would be tanta- 
mount to a trusteeship, with 
interna tional . inspectors 
active throughout the econ- 
omy. British diplomats at 
the UN bridle, however, at 
suggestions that the plan Is 
part of a strategy to wrest 
control of the Iraqi economy. 

"It is humanitarian. - We 
did n[ot suggest the figure 
S5J2bn. the secretarygeneral 


you that I am leaving for ■' did. It was driven fry the UN. 
Baghdad with the full sup- on the ground in Baghdad,” 


sites placed off limits. He port, of all Council mem- said one diplomat . 
has managed to stitch up a hers. . . The unanimity of the But he did admit that the 
consensus among the five Council has been re-estab- new scheme would be "the 
big powers, demanding lished and they axe behind most intfusrve^ most control- 
unfettered access to sus- what I am going to Baghdad ling, strict humanitarian ' 
pected weapons sites, but he to dp. I am also encouraged ; , programme in existence”. . , 
will offer Mr Saddam a by the message coming from*? 0 * OtK^obsem^ ' note that : 
face-saving gesture - that Baghdad that they are pre- the Iraqi economy is already 
Security Council ambassa- pared to be constructive to under the UN’s effective com 
dors can accompany UN find a solution." " troL “Iraq in reahty became 


Security Council ambassa- 
dors can accompany UN 


a UN mandate when the 
original Resolution 6B7 
authorising the oil-for-food 
progr amm e was passed in 
1995," according to Fadhil 
Cbaiabl, a director of Lon- 
don’s. Centre for Global 
Energy studies and a former 
senior Iraqi government offi- 
cial. 

Opinion is divided as to 
whether President Saddam 
Hussein will accept such an 
expansion of the UN pres- 
ence. UN officials suggested 
that the new regime could 
bolster Unscom, the mission 
to dismantle Iraq’s arsenal of 
deadly weapons, whose 
inspection efforts have been 
thwarted by the Iraqi 
authorities. 

With Unscom access lim- 
ited, the oil-for-programme is 
expanding its authority, one 
official noted. 

Others are more doubtful: 
“Tbe mandate won't work,” 
says Robert Mabro at the 
Oxford Institute for Energy 
Studies. “If Saddam thinks it 
will impinge on his power 
hell make life for the UN aid 
people as diffi cult as it is for 
the arms inspectors.” 

Diplomats say an expan- 
ded oil-for-food programme 
has considerable .political 
advantages, including the 
prospect that it might 
silence calls from Russia, 
China and France to lift 
sanc tions. 

Adoption of the pro- 
gramme will mean that the 
UN will become more deeply 
involved In Iraq's oil indus- 
try. To meet the new cash 
target Iraq will have to be 
allowed to repair key oil pro- 
duction facilities and pipe- 
lines, a task that could take 
Up to six months and which 
the ITS will insist be done 
under the strictest supervi- 
sion. 

. But industry analysts 
warn that such close control 
will not prevent Mr Saddam 
from being able to.wiedd the 
oH weapon to cause havoc in 
world all markets. A report 
this week from the Petro- 
leum Finance Company in 
Washington said a refur- 
bished. Iraqi oil industry 
would hhve U 2m barrel a 
day swing capacity, which 
Baghdad could turn on or off 
at.wOL 


IMF rules out early loan 
agreement with Nairobi 

The Fund’s hard line comes as Kenya’s deepening economic 
crisis highlights the risks of continuing to suspend aid 


T he International Mon- 
etary Fund (IMFj has 
ruled out early 
resumption of a suspended 
loan agreement with Kenya, 
saying it is still waiting for 
President Daniel arap Moi's 
administration to fulfil 
long-standing promises to 
tackle corruption. 

The Fund’s tough stance 
comes as tbe country’s deep- 
ening economic crisis and 
the virtual collapse of its 
transport system, a lifeline 
for landlocked Great Lakes 
states, is highli ghting for 
donors the regional conse- 
quences of continuing their 
suspension of aid to 
Kenya. 

It has been reinforced by 
the discovery by of an IMF 
mission currently visiting 
the country that many of tbe 
governance issues that 
prompted last August's sus- 
pension of a $220m struc- 
tural adjustment facility 
(ESAFj remain unresolved, 
while fresh allegations of 
top-level diversion of state 
resources have surfaced. 

Mr Goodall Gondwe, dep- 
uty bead of the IMF’s Africa 
department and head of mis- 
sion. rejected as misleading 
a press report that the fund 
believed Kenya had “broadly 
met” four main conditions 
for resumption. 

He told the Financial 
Times that fund officials did 
not fee] that Mr Moi had 
done enough to tackle the 
concerns that led to the cut- 
off 

“We really will not move 
ahead before these prior con- 
ditions are met. We think 
these actions are do-able - 
they could be done within a 
month - and we will not 
move forward until we see 
they are satisfactorily done.” 
he said. 

“We are not letting them 
off the hook. Compromise on 
the governance issues is cot 
there. Otherwise we risk 
becoming a laughing stock." 

The Fund's decision last 
year to halt funding was 


hailed as a turning point by 
critics of a government 
increasingly regarded as 
plagued by graft The World 
Bank swiftly froze several 
key infrastructural projects, 
and bilateral donors quietly 
put their aid programmes on 
hold. 

But since Mr Mol won re- 
election in December's polls, 
the country's increasingly 
desperate financial state - 
much of it the result of 
long-term political misman- 
agement - has brought 
donors face to face with the 
risks of leaving Kenya indef- 
initely out in the cold. 

The highway linking Nai- 
robi to the port of Mombasa, 
a vital artery not only for 
Kenya but Uganda, Burundi, 
Rwanda, Sudan and the east 


Tlie fransport crisis, com- 
bined, with the pot’s notori- 
ous inefficiency,, raises .-the 
spectre of . widespread, hun- 
ger, with aid organisations 
warning they may be unable 
to import the grain which 
Kenya heeds to make up for 
a harvest shortfall. In the 
next fortnight alone, more 
than 100,000 tonnes of wheat 
are due . to arrive in' Mom- 


In . its latest, . monthly 
report,' the Centra! Bank of 
Kenya revised, its estimate 
for 1997 growth down to 2.9 
per cent from 2J2 per cent, 
and said the- budget needed 
to be urgently reviewed. 

The shilling, . which, held 
surprisingly steady during 
the tease election period, has 
started losing ground. 


Dam flap, c 
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era Democratic Republic of 
Congo, has repeatedly been 
cut as rains have washed 
away roads and bridges. - 

While the government-., 
blames tbe El Nifio weather, 
phenomenon, high-ranking 
officials admit that failure to 
maintain the highway and', 
recent diversion of a . road 
levy meant to pay for repairs 
lie at the root of tbe prob- 
lem. 

Clearing agents at Mom- • 
basa say more than 5,000 
containers destined forGreaM 
Lakes countries, and Sudan-, 
are held up on the highway, 
where truck tailbacks .have 
at times Stretched for about ’. 
30 tons . 


Members of the visiting 
IMF team said tbe depth of 
Kenya’s .crisis had taken 
them by surprise. “We knew 
in Washington there, were 
-tertblems. But the- affixation 
is- ’much, worse than we 
thou ght, " said one. 

- .-The of bad news has 
.hot .coincided with drastic 
action by Mr- Moi, who, 
many donors feel, has iinn* 
no, more than pay lip-service 
to. good governance con- 
cerns, . 

; -in August, the IMF said it ' 
wanted- to see .renegotiation, 
of two suspe ct . power con-_ 

; tracts, the setting-up .of ‘m - 
ah ti-corruption authority^ 
with' powers to prosecute top;- 


officials, progress on bring- 
ing to book those responsible 
for the Golden berg financial 
scandal - the country's cost- 
liest - and- a strengthening 
of the. Kenya Revenue 

- Authority CKRAL. 

Already dogged by six 
years of legal squabbles, the 
. Golden berg court case has 
• been put off until next 
month. 

Although the anti-corrup- 
.tipn_ authority has. been 
formed. Fund officials, are 
tmhappy. about the proce- 
dure used to nominate its 
members, its limited powers, 

- and the. suitability of its 
director, a former politician 
who endorsed Mr Moi when 
be dropped out of the presi- 
dential race. 

Tbe'. Fund's confidence in 
Kenya's legal system has 
been farther undermined by 
the appointment as Chief 
Justice of Zaccheus Chesoni. 
the former election commis- 
sioner who controversially ■ 
starved off bankruptcy pro- 
ceedings in 1ML 
, . -‘Dae.IMF stand. means nor- 
mal le n d in g is not expected 
to -resume in the short term, 
.but foreign donors, -led by 
the Worid Bank, are prepar- 
ing to provide at least 8100m 
for. the emergency rehabilita- 
tion or Kenya's roads and 
railways, an alternative . 
route 'for. providing assis- 
tance. • . 

-The donors -acknowledge 
they will hot only be saving 
the : government from the 
ccmsequences corruption 
that . allowed the infrastruo- 
tore to deteriorate, but cush- 
ioning it from the impact of 
anaM freeze designed to end 
that ^same problem. ; 

"Wg cannot -simply let the 
system - collapse, with all the 
consequences, that that 
not only for Kenya 

..but the- region," a leading 
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Zodd, are our madmxs belpedbufldthe run*i>* 

Caterpillar machines also played a.kqy pan in 


rg-./Sf* ^\yi *£■ / - - -■■• • •■■ , ^ , 

jiug many of -the toads and railways, bridges 
and canals that airy the world's commerce. And 
our engines provide power to many of the locomo- 
tives, tugs, and trucks that travel on them. 

So we’re proud of our part in making global 


trade possible. But we're even prouder of the things 
that happen when trade itself takes off. Education, 
health, communications, and jobs all flourish in a 
healthy world economy. 

And when people trade together they exchange 


ideas. 'They become more understanding and more 
open. And that could be the most import-am global 
trade or all. 

CATERPILLAR 


Fall in jipcp; sparks deflation debate 


By Nancy Duma in Washington ~ - 

US wholesale prices recorded their 
biggest drop in January for jooie 
than four years, the.. US Tjriv-uyr 
Department repeated yesterday. . . 

The 0.7 per cent decline . was 
driven mostly 'by falling' energy 
prices. They Tell 3.7 per cent during 
the month, the largest drop since a 
5 per cent decline at the end of -the 
Gulf war in 199L 
The “core" producer price index 
of wholesale prices, which excludes 
the volatile energy and food sec- 
tors, also fell 0.1 per cent from a 
year ago in its weakest arinnai per- 
formance on record. ' 1 T 
The fall in wholesale prices, 
sparked a debate among; econo- 


mists over whether the US is now 
experiencing- disinflation (price 
rises at a decthdog rate), deflation . 
■ (declining priests)- or . inflation. 
Import prices - particularly ot 
commodities - have been dropping 
alj. year, and further declines are 
^expected' with, jgheaper imports 
" from Asia dif^^. down the price 
tags of US rival goods. ." 

\ BcoFax of . Deutsche Morgan 
Grenfell sees deflation “in the pipe- 
lined- In "a succinct analysis it 
noted a string of d eclin es in food 
and energyj “widespread deflation” 
in consumer goods, the biggest 
decline in 11 years for finished 
goods .in 1 January, arid further 
decreases predicted for crude 
-goods.'. - '■ 


Gasoline and heating oil prices 
both fell sharply, and continued 
warm weather in North America 
led economists to predict further 
price moderation in the months 
: ahead. Food prices dropped 0.4 per 
cent, led by a 9 per cent drop in 
pork prices. Car prices slipped by 
0.5 per cent 

• Jerry Jasinowski, president of 
- the National Association of Man- 
ufacturers and a longtime critic of 
the Federal Reserve's most recent 
interest rate rises, called disinfla- 
tion “the new watchword”. He. said 
. energy, prices would remain 
depressed as a result of the reces- 
sion in the Pacific region and new 
production from the Caspian Sea- 
Even the potential conflict with 


Iraq has failed to arrest the decline 
of oil prices. 

-“Meanwhile prices other than 
energy are not likely to increase 
much this year." he said. ■■Produc- 
tivity has been high for two years 
now, and this is offsetting labour 
costs. The economy is already 
slowing down and the inventories 
built up in the fourth quarter vriU 
have to be worked off. Under these 
circumstances, the core PPI could 
easily decline in the first quarter.” 

John Silvia, chief economist of 
Kemper Funds, said different sec- 
tors of the economy were under- 
going “varied experiences" - dis- 
inflation and deflation in some 
sectors and inflation in services. 
Wages In services are rising and 


the sector could record 3-4 per rent 
infla tion this year, he said. 

In another report, from the Com- 
merce Department, housing starts 
continued at a strong pace, 
although they fell slightly from 
December to 1.53m units during 
January. Single family starts rose a 
strong 7 per cent, while multi-fam- 
ily starts dropped 19.5 per cent. 
New home construction was stron- 
gest In the south. 

Bath reports reflect the positive 
side of the Asia crisis on the US 

economy - lower prices and strong 
construction activity driven by 
lower interest rates. Still to come is 
damage from falling exports, and 
economists say that threat may 
have been exaggerated. 


Pension fund holdings lift 
corporate governance hopes 


By Tracy Corrigan . 
in New York 

US and UK pension funds’ 
growing holdings of foreign 
equities are advancing the 
cause of corporate gover- 
nance in markets around the 
world, according to the Con- 
ference Board’s Institutional 
Investment Report, due to be 
published today. : 

The report finds that of 
the $398.5bn of foreign equi- 
ties held by US investors in 
1996, 25 US pension funds 
held $llTbn,.or 30 per cent. 
These funds have increased 
the percentage of their port-, 
folios dedicated to Interna- 


tional stocks from 4.8 per 
cent of assets in 1991 to 1L2 
per bent of assets in 1996. 

“When you see their baldy 
ings. you get .a sense of what 
' this means for ' corporate ■' 
governance.” says -the - 
report > author. ..Carolyn 
Brancato. director ; of the 
Conference Board’s Global 
'.Corporate Goveriiance 
Reiteiunch' Centra • 

The big US pen^m fbnds. 
“are the people, who' had 
been having a dialogue on 
corporate governance for the 
longest" 

. The long-terra; impacrt will 
be to hasten the adoption of 
corporate governance stan- 


' daids, such, as the appoint- 
ment of outside directors, in 
many countries. Ms Bran- 
cato says,, noting recent 
changes in company law in 
France and Germany. 

“The implication is that 
global companies seeking 
global equity financing will 
more and mere have to come 
to terms with the expecta- 
tions of these US investors,” 
she says. 

The report notes that, by 
year-end 1997. 1,400 foreign 
companies from 44 compa- 
nies traded their stock in the 
US public equity markets, 
largely through. American 
Depositary Receipts (ADRs). 


Minimum wage 
deal in Caracas 

Venezuela's government yesterday agreed with employers 
and workers to increase the minimum wage by 33 per 
cent, putting in danger the government's inflation target 

of 25 per cent. , _ . 

Under the accord, announced yesterday by Teodoro Pet- 
koff, planning minis ter, after two months of talks, the 
wiiniwinm wage will be increased from BSio.OOG to 
BslOO.OOO ($194; for urban workers and to Bs90,000 for 
rural workers. The agreement does not require congres- 
sional approval and will go into effect on May i. 

“This is the result of an understanding on all sides and 
is compatible with our inflation target," said Mr Pc-tkoff, 
who presided over the three-way talks. Yet according to 
figures he presented last month, a 33.3 per cent increase 
in the minimum wage would mean extra government 
expenditures of Bs265bn and result in year-end inflation 
of 33-1 per cent. It would also put 150,000 jobs in danger. 

Rolando Diaz, a labour expert at the Latin American 
Institute of Social Research In Caracas, cautioned that the 
recent increase could also trigger wage demands in other 
sectors. The 1998 budget does not foresee any public sec- 
tor wage rises. Raymond Colitt, Caracas 

■ CANADA 


The Russian and US flags fly outside the New York Stock 
week became the first former Russian stateowned company with an NYSE listmg 


Save mote Mid coDect taxes, Mexico told 


By U^fie Crawford : 
in Mexico City 

The Organisation - for 
Economic Co-operation, and. 
Development^ ' yesterday 
urged Mexico to increase 
domestic sayings, improve 
tax collection, and keep its 
current account deficit in 
check to ensure problem-fred . 
economic .growth well intp- 
the next century. . 

“While prospects for con: 
tinued growth and. di stirfla ^v 
tkm appear favourahietrtthc' 
short term; the exf^E^cpn^ 
strain*- remains a^^nrerU j 


for the medium-term out- 
look,” . toe OECD said in fts 
anntfaf survey of £he Mexi- 
can economy . . 

Mexico's economy needs to 
grow" at 6 per cent a year to 
keep its young and expand- 
ing population employed.' 
Bqt thbitonntry lacks suffi- 
cient Internal savings to 
finance ' such rapid: growth. 
So it borrows r^pital from 
abroad, .which otealeS a bal- 
■ anre of payments shortfall, 
-which’ ut turn exposes 
v fr^eh' to periodic financial 
when foreign; inves- 
tors j^ swpiug? . u 


•Rie OECD, which Mexico 
' joined in April 1994, said 
Mexico's current account 
deficit should remain "mod- 
erate and financed by for- 
eign direct investment and 
other long-term capital 
inflows" Its current account 
deficit is set to widen this 
year to $12bn. or about 25 
■: per cent of gross domestic 
product, from an estimated 
. $6.8bn in 1997, a year in 
which the economy grew by 
7 per cent. The trade bal- 
ance,- which swung into sur- 
. plus during the 1995 reces- 
sion and the 1996 export 


drive, began recording 
monthly deficits in the final 
months of 1997. 

A floating exchange rate, 
adopted in December 1994 
after massive capital flight 
had exhausted foreign 
reserves, helped discourage 
speculative short-term capi- 
tal. the OECD said. 

It recommended securing a 
stable environment for 
investment, including 
“building a track record of 
inflation control to 
strengthen the credibility of 
monetary policy”. Since 
1994, the OECD noted, the 


central bank had gone to 
great lengths to make mone- 
tary policy more transpar- 
ent. Inflation has fallen, 
from more than 50 per cent 
in 1995 to 15.7 per cent last 
year. The central bank’s 1998 
target is 12 per cent 

The OECD praised 
Mexico’s fiscal prudence, but 
said the government must 
improve tax collection, 
which, as a proportion of 
GDP, is the lowest of its 29 
member countries. 

It said the government 
remained over-dependent on 
oil revenues, which account 


for about 40 per cent of fiscal 
income and make the budget 
vulnerable to changes in 
world oil prices. 

The domestic economy, 
the OECD said, remained 
bogged down by the volume 
of bad loans in the banking 
system. 

More flexible labour laws 
would help “lower barriers 
which keep many activities 
In the informal sector". The 
OECD also urged the Mexi- 
can government to speed 
social security reforms, as 
10m Mexicans had no access 
to health care. 


Economy picks up speed 

The Canadian economy continued to show signs of 
renewed vigour following a November slowdown, as the 
government yesterday reported that December wholesale 
sales were higher than expected. The Bank of Canada pro- 
vided further encouraging news in its winter economic 
review, which said the economy was poised for solid, and 
sustained" expansion throughout 1998. 

Sales to retailers during the final month of 1997 rose to 
C$25. 7b n (USS17.7bn>. a 2.9 per cent increase from 
CS24.9bn in November. All figures are seasonally 
adjusted. 

Economists had forecast a 0.9 per cent increase m 
December sales, but a 9.5 per cent rise in sales of house- 
hold goods and a 9 per cent jump in lumber sales pushed 
overall sales much higher. , 

The motor industry, however, reported wholesale sales 
down 0.8 per cent in December. Scott Morrison, Toronto 

■ BANKS 


Warning on loan standards 

The chief US regulator for national banks warned yester- 
day of a decline in lending standards, and said he would 
fni-p tough action a gains t any institutions not properly 
monitoring the soundness of their loan portfolios. 

Eugene Ludwig, Comptroller of the Currency, said his 
office’s annual study of credit underwriting practices 
showed the level of inherent credit risk in many of the 
country’s largest h anks had increased last year, particu- 
larly on commercial loans. 

In a speech to a Washington club. Mr Ludwig said that 
while the overall soundness of the US banking system 
had strengthened significantly over the past five years, 
the strong economy and growing liquidity had led some 
banks to let lending standards slip. 

He said that the Asian crisis had demonstrated the need 
for effective banking supervision, and that to remain the 
model for other countries. US regulators needed to be 
especially vigilant. Mark Suzman, WashmgUm 
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S&P warns 
of chaebol 
vulnerability 


HK budget proves tough one for Tsang 

Currency stability is vital and the territory changes course at its peril, says financial secretary 

H ong Kong's first the tominema of legista- Hong budget a crowd-pleaser month, a married C 0 Ui 

post colomal budget tive elections in May.Growth • - . V.. ' , ™ tno with two children will ha 

was the toughest yet of 3.5 per cent forecast for •JUftDPomwih in to M to 3.5%fnjm 52% h.tt8T„ caJ .. re f ei 7 eS . , y v hill cut bv 25.9 ? 


By John Burton In Seoul 

Standard & Poor’s, the US 
credit rating agency, yester- 
day warned that some of 
South Korea's top companies 
remained vulnerable to 
financial troubles despite an 
improvement in the nation's 
sovereign rating. 

S&P said it would main- 
tain its “junk-bond" B+ rat- 
ing with negative implica- 
tions for Daewoo Corp. 
Hyundai Motor. Hyundai 
Semiconductor America and 
Samsung Electronics. 

The decision by S&P 
increased the prospects of a 
further credit crunch for the 
nation's leading conglomer- 
ates, or chaebol, as they seek 
to roll over overseas loans of 
more than $40bn this year. 

Kim Dae-jung. South 
Korea's president-elect, 
warned that the chaebol 
might have problems raising 
domestic bank loans unless 
they restructured their 
sprawling industrial 
empires. 

“Downsizing is inevitable 
as the banks will extend 
loans to the conglomerates 
on condition that they dis- 
pose of marginal busi- 
nesses." be said. 

S&P raised Korea's sover- 
eign rating from B+ to BB+, 
just one notch short of 
regaining investment-grade 
status, because of the 
nation's progress in imple- 
menting economic reforms 
under the International Mon- 
etary Fund's $58.5bn rescue 
package. 

The B+ ratings for three 
state-run companies - Korea 
Electric Power, Pohang Iron 
& Steel and Korea Telecom - 
and two private sector com- 
panies - LG Cal tax and SK 
Telecom - were upgraded to 
CreditWatch with positive 
implications because of their 
close government ties, lower 
debt burdens and dominant 
market position. 

But the key units of Dae- 
woo. Hyundai and Samsung 
fared less well because of 
"the companies’ generally 


greater vulnerability to the 
harsh conditions affecting 
all Korean corporates, 
including high interest rates, 
the won’s depreciation, a 
weakening economy, and the 
risks of widespread bank- 
ruptcies in Korea." 

S&P criticised the highly 
leveraged companies for 
risky financial exposure to 
other weak group subsid- 
iaries through mutual debt 
guarantees. 

Reports that foreign banks 
were refusing to roll over 
loans to leading chaebol have 
caused a recent weakening 
of the won. Chaebol loans 
were not included in the 
restructuring of $24bn in 
Korean bank debt recently 
concluded with international 
lenders. 

The won stood at 1,572 to 
the US dollar at the end of 
January after the debt 
restructuring agreement was 
reached, but declined to 
1.709 by yesterday on fears 
of a renewed foreign debt 
crisis if the chaebol default 
on overseas loans. 

Wbat has added to worries 
is that most chaebol are 
resisting efforts to restruc- 
ture. their operations by sell- 
ing subsidiaries to raise capi- 
tal for debt payments. 
Restructuring plans submit- 
ted by the top 30 chaebol last 
weekend were dismissed as 
largely unsatisfactory by Mr 
Kim. 

Some foreign institutional 
investors, doubtful about 
chaebol commitment to 
reform, have stayed out of 
Korea's stock market. “The 
chaebol are still In a state of 
denial,” said one overseas 
fund manager. 

The chaebol are considered 
the last bastion of opposition 
to economic reforms being 
pushed by Mr Kim. The 
trade unions have agreed to 
end the tradition of lifetime 
employment guarantees to 
help promote industrial 
restructuring, while the gov- 
ernment Is cutting its work- 
force by 10 per cent as it 
promotes deregulation. 


H ong Kong's first 
post-colonial budget 
was the toughest yet 
for Donald Tsang. financial 
secretary'. He had to respond 
to the Asian economic Crisis, 
mutinous rumblings from a 
gloomy public and the scru- 
tiny of international inves- 
tors. 

Mr Tsang acknowledged 
those competing pressures 
yesterday. "In times of finan- 
cial turmoil, those responsi- 
ble for public finance find 
themselves faced with con- 
tradictory demands," he 
said. 

In outlining targeted tax 
cuts and. a rising fiscal sur- 
plus. Mr Tsang made a 
shrewd attempt at satisfying 
his various audiences. 
Behind a surprising range of 
concessions, his dominant 
theme was clear. Currency 
stability remained of para- 
mount importance and Hong 
Kong would change course 
at its periL 

Many in the financial com- 
munity' welcomed his mea- 
sures. The stock market 
closed more than 4 per cent 
higher. 

However. Mr Tsang’s 
course may still prove rocky. 
Questions hover over some 
of the fundamental assump- 
tions of the budget, which is 
politically charged because 


of the Imminence of legisla- 
tive elections in May.Growth 
of 3.5 per cent forecast for 
this year may be difficult to 
achieve, according to some 
economists. 

In addition, Mr Tsang 
admitted Hong Kong's for- 
tunes would be swayed by 
the regional crisis. He dis- 
tanced himself from previ- 
ous predictions of a swift 
end to the upheaval. "Much 
uncertainty still prevails," 
he said, adding that Hong 
Kong should not tinker with 
the machine which has so 
far avoided the worst of the 
turmoil. 

He rejected proposals to 
alter the exchange rate sys- 
tem. “To a varying degree, 
[these suggestions] carry the 
downside risks of undermin- 
ing the credibility of the 
linked exchange rate mecha- 
nism," he declared. 

While admitting that 
defence of the Hong Kong 
dollar’s peg to the US dollar 
brought a heavy cost 
through higher interest 
rates, he argued that a 
change could destroy public 
confidence in the monetary 
system 

Mr Tsang also sought to 
appeal to international 
investors. Competitiveness 
required adjustment to asset 
prices which had been 


Hong budgets a crowd-pteaser 

**GOP growth in 1988 procfcted fall to 3-5% from 5.2% tn. i$87 . 

Accumulated fiscal reserves by end of 2001-2002 Jbrecasr. . .. 
at HKSS27bn ’ J : . . • \ > 

*>,. Basic personal salary tax aSowanca rateed-trom HKS100.000 
to HK$1 08.000 ; ” ' / ' ' / 

salaries tax deduction of up to HKS1 80,000 par.yeac per '. 
property far' mortgage payer* ' _ \ 1 . ; ; 

Profits tax rata to be cut tom 16.5% to 1658 ; 


Fate In stock mar ket s 


FT/5AP World melees (h S tarns, ton-1 Jar 1 067^171^ 98 



Assumptions underpin- 
ning predictions of rising fis- 
cal reserves may prove too 
optimistic. Also, most pri- 
vate sector economists 
believe growth will fall 
below Mr Tseng's target 
The Nikko Research Cen- 
tre this week became the lat- 
est to cut its projections, pre- 
dicting 3 per cent growth 
this year. "Under our worst 
case scenario, in which 


cal earnings of HK$4--*,0Q0 ® 
month, a married couple 
with two children will have 
their tax bill cut by 25.9 pel 

cent" Mr Tsang said. 

He also attempted to 
revive the tourist industry. 
Airport departure tax will be 
cut from HKS1Q0 to HKSuG 
when the new airport opens 
in .July. , 

A double taxation accord 
with the mainland was 


prime interest rates average, announced, in an attempt to 
12 per cent for the fhll year support cross border flnan- 


pushed to unsustainable 
heights ahead of last year’s 
transfer of sovereignty, he 
argued. That adjustment 
would be combined with a 
trimming of the corporate 
tax rate from 16.5 to 16 per 
cent and several supply-ride 
measures. 

Caveats lurked in other 


areas- of Mr -Tseng's address! 
His proposals to cut taxes by 
a total of HKSiOObn 
(US$i2-9bn) over the next 
four years, the largest tax 
cut package in Hong Kong's 
history, left questions about 


[compared with 10 2 5 pe r 
/wit at present], we would 
.expect GDP growth to &31 to 
near zero," said Ken Chan, 
chief economist at NRG. 

With existing reserves of 
almos t HEj450bn. however, 
tow she a threat to the terri- 
tory’s finances. “I don’t 
, think international investors 
' will be'- worried,” said Rod 
. Hoimg-Lee. senior tax part- 
ner at Price Waterhouse- 
“A lot of concessions are 
quite "T frp mahn mes- 
sage! s that Hong. Kong is in 
the. business of being c om- 
petitive and, that he is listen- - 
ing to co mmunit y ■ demands..” 

: Mr Tsang sought to satisfy 
fonsp il mmaiiite . thr nn gfr tar- 
geted tax cuts: He: singled 
but middle-income ’ earners 


whether tl 

adjustment 

obstructed. 


economic - who had . been :hfr. hard by 


might 


the rise in mortgage rates 
and job insecurity. ,*! At typi- 


i-iai links. Stamp duty on 
stock transactions trill be 
cut from 0!3 to 0.25 per cent. 

Because Mr Tsang bad 
lowered expectations ahead 
of his budget, such a broad 
range of concessions came as 
a pleasant surprise to many 
in Hong Kong. As a result, it 
may help defuse opposition 
from legislators and politi- 
cians seeking to secure polit- 
ical advantage ahead of the 
legislative elections. 

The concessions would 
encourage lobbyists, said 
Daryl Ho. economist at Jar- 
dine Fleming. 

Others warned that 
regional woes might yet pro- 
vide tor less pleasant sur- 
prises, threatening the confi- 
dence the financial secretary 
sought to bolster yesterday. 

John Ridding 


Singapore adopts financial reform plans 


By Sheila McNulty 
in Kuala Lumpur 

Singapore yesterday accepted 
far-reaching proposals to reform its 
financial sector in a bid to catch up 
with Hong Kong, the regional 
financial hub, and beat off the 
chasing pack of rivals. 

Lee Hsien Loong, deputy prime 
minis ter and head of the Monetary 
Authority of Singapore, said the 
authorities had accepted nearly all 
of the recommendations of a group 
of banking and corporate leaders, 
appointed by the state to improve 
financial sector competitiveness. 

He said the authorities had 
appointed the US management con- 
sultant. McKinsey, to study further 
ways of improving the financial 
industry, which accounts for about 
II per cent of the economy. 

Although the city-state already 


has a head start over emerging 
centres in Kuala Lumpur and 
Shanghai, many analysts believe 
Singapore must reform to reach 
parity with Hong Kong. 

Others insist it is moving so fast 
to liberalise because the authori- 
ties have their sights set tor fur- 
ther afield. 

"Singapore needs to be part of 
the global capital markets scene 
and. to do that, they need to be as 
open and as free as any of the main 
centres," said Peter Douglas, direc- 
tor of Aberdeen Asset Management 
Asia in Singapore. "They see the 
competition as global.” 

That is the motivation behind 
the authorities' commitment to 
wide-ranging reforms that include 
increasing the amount of public 
funds placed with private asset 
managers, permitting public funds 
to invest in approved trusts, lifting 


controls on brokerage rates, 
encouraging bank mergers, and 
raising bank disclosure towards 
the US level. 

The proposals include accelerat- 
ing the listing of a domestic Singa- 
pore stock index an the Singapore 
International Monetary Exchange. 
It endorsed the proposal for gov- 
ernment-linked companies and 
statutory boards to borrow from 
the debt market as part of an 
attempt to create an Asian hub for 
debt trading. 

Analysts are impressed by Singa- 
pore's firm commitment to finan- 
cial sector reform and also the 
thoroughness of the undertaking. 

“The goal is not to turn the 
financial sector upside down over- 
night.” Mr Lee said. “We just want 
a sequence of quiet moves, which 
will cumulatively be useful to us." 

Economists praised the Singapo- 


rean authorities for not allowing » 
the regional firnwiai crisis to 
delay reforms. ’ ' 

Neighbours have became hogged - 
down with solving the immediate 
problems presented by the regional 
financial crisis. Malaysia, for exam- 
ple, has postjkttied Anther opening 
up. setting back ambitions to '■ 
become a regional finawHai hub. 

Singapore, say analysts, views 
the crisis as an opportunity,, a view 
shared by Mr Lee; who says the 
crisis points, to the need for urgent 
reform of the financial sector.- ‘ 
Although the authorities have 
said they will revise Singapore’s - 
1996 growth projection- of 5-7 per 
cent In next week's budget, they 
expact the reforms to begin paring . 
dividends once the crisis is over. . 
Then the financial sector- should 
grow by 7 per cent to 8 per cent a- 
year! ; . Lee 



Lee Hsien Loong 
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PRIVATISATION COMMISSION GOVERNMENT OF PAKISTAN | 


INTENDS TO 


The following PTDC Hotels at prime business/tourism locations 
through outright sale to the private sector. 


Japan to G7 likely 
boost aid to urge £ 
for Asia Jakarta 
trade re-think 


;new$ digest 


group 


for PTDC HOTELS are invited by 

MARCH 4, 1998 


Please note the following 


Sealed bids will be opened at 10 o’ dock on 
March 5, 1998 at Marriott Hotel, Islamabad. 

A Pre-bid Conference will be held to 


facilitate a better understanding of the 
bidding process and respond to the queries of 
prospective bidders on February 23, 1998 at 
10 o' dock in the Committee Room at the 
offices of the Privatisation Commission. 
Islamabad. 

The Sale price for the PTDC Hotels will be 
paid in installments over a period of nine 
months. 

Five percent discount on upfront cash 
payment. 

The Government, in order to promote the 
tourism industry, desires to improve the 
hoteling business. To this end, PTDC Hotels 
are being sold along with the name, goodwill, 
licences and permits etc . H owever, the 
properties comprised in the PTDC Hotels are 
being sold in absolute terms with no legal 
restrictions by the Federal Government 
relating to the nature of future business at the 
privatised properties. 





j A classical hotel with 
j total area of 135 acres 
‘ located io the heart or the 
capital city of the province 
of Punjab, at 15 miantes 
drive from Lahore airport 


A historical establishment 
having total area »f 7.21 
acres To the CaHtonmeat 
of the capital of North 
West Frontier Province. 




A popular hotel with an 
area er 13 acres at a major 

Pakistan, 7000 ft above 
the sea level, SO km 
fhim , 

Capital of Pakistan 


Further information regarding the PTDC Hotels can be collected and appointments for site visits 
be made by contacting the Privatisation Commission during office hours (0900 hrs to 1500 hrs). 

Prospective bidders are requested to register themselves for the bidding and purchase for the Bid 
Documents to participate in the privatisation process of PTDC Hotels. The Bid Documents may be 
purchased by depositing with the Privatisation Commission non-retiindable processing fee through a 
Bank Draft in favour of the Privatisation Commission in the amount of Rs. 100.000.00 (Rupees 
One Hundred Thousand) or equivalent US Dollars by 1500 hrs (Pakistan time) no later than 
February 21, 1998 at the address given below. 

Those who have already deposited Rs. 100,000.00 (Rupees One 
Hundred Thousand) in response to previous advertisements can 
collect the Bid Documents without any further payment. 


, J ^ Ejaz Dahi Piracha, Joint Secretary 
£ B8|\ Phone: (925 1 ) 9205369, Fax: (9251 ) 9203076/921 1 692 

Privatisation Commission, Government of Pakistan 

HAC Building, 5-A, Constitution Avenue, Islamabad Pakistan 


By Gffllan Tett and 
Michiyo Nakamoto In Tokyo 

The Japanese government is 
planning to unveil a new 
package of trade-related sup- 
port for Indonesia and other 
Asian countries. 

The decision partly 
reflects alarm in Tokyo 
about Indonesia's financial 
downturn and comes after 
two high-profile Japanese 
delegations visited Jakarta 
earlier this week. It is also 
intended to answer critics 
dismayed by Japan’s poor 
leadership in the regional 
crisis. 

"The US is criticising ns 
hut it has not provided help. 
This shows we are doing 
something for Indonesia.” 
one senior Japanese govern- 
ment official said yesterday. 

Taro Nakayama. a former 
foreign minister, who 
headed a Liberal Democratic 
party mission to south-east 
Asia this week, indicated 
that Japanese aid. which 
may be unveiled tomorrow, 
could include additional 
loans of Y300bn (S2.4bnj to 
be extended through Japan’s 
Export-Import Bank. . 

The loans were likely to be 
in the form of untied loans 
to governments and govern- 
ment agencies through 
which funds would be chan- 
nelled to local corporations 
facing export difficulties 
because of fund shortages, 
an Ex-Im Bank official said. 

Other likely schemes 
include import financing to 
help companies in Japan to 
import products from the 
region, as well as Investment , 
finance to aid local Japanese 
subsidiaries in exporting 
their products. Such mea- 
sures would help not only 
local companies but the 
countless Japanese manufac- 
turers which set up facilities', 
in the region in the wake of 
the yen's sharp appreciation 
earlier this decade. 

Nevertheless, officials 
admitted that the amount of 
aid was likely to be limited. 
Japan’s Ministry of Interna- 
tional Trade and Industry 
already has a lenient trade 
insurance scheme which has 
provided insurance for com- 
panies in Indonesia, for 
example, even without 
letters of credit. 


By Robert Chote, . . 
Economics Editor 

Finance ministers from the 
Group of Seven leading 
industrial countries are 
likely to urge Indonesia to 
reconsider its plan for a cur- 
rency board when they meet 
in London on Saturday. 

Gordon. Brown, the UK ' 
chancellor- and chairman. of 
the meeting, said yesterday 
the situation in Indonesia 
would be an important focus 
for toe discussion. 

The IMF. the World Bank, 
the US and several . Euro- 
pean countries have argued 
It would premature for 
Indonesia to adopt a cur- 
rency board, which would 
peg its exchange rate to. toe 
dollar and stop toe central 
bank printing money. 

Mr Brown was also un en- 
thusiastic about Chtlean- 
style controls on short-term 
capital flows. 

Echoing Robert Robin, his 
US counterpart, he said 
there were no long-term 
answers to the threat' of 
Asian-style crises. ., 

The chancellor said he 
would emphasise te impor- 
tance of transparency and 
openness In poHcy-making, 
as well as the need - to 

improve banking .systems., 
and banking regulation in 
emerging markets. 

Paul Marti n, Canada’s 

finance minister, will argue 

on Saturday that an interna- 
tional body, perhaps the, 
IMF or World Bankj should ' 
oversee and enforce supervi- 
sion of private banks. ' 

Hie finance ministers and 
central bank govern or s will 
also discuss movements in 
the world's key exchange 
rates. The US will again 
urge Japan to expand 
domestic demand so that it 
need not rely on a weak yen 
to revive economic activity. 

• Trade union leaders rep^ 
resenting industrialised 
nations will teU.the G7 and. 
Russia at the weekend that 
a co-ordinated growth strat- 
egy is needed to deal with, 
toe aftermath of the Asian . 
crisis to avoid deflation, ris- 
ing unemployment and 
worsening human rights. 
Hie union leaders belong to 
an advisory committee of 
toe Paris-based OECD. 


The Malaysian stotik exchange has fined toll-road 
operator UI5M MftO&OOO (US$26,000}f or providing 
conflicting informa ti on about its controversial purchase ' 
of shares in parent company Renoiig. 4n wbat analysts 
said was an attempt by authorities to appear even-handed 
in treatrnent^rf the politically well connected, company. 

The Kuala Lumpur Stock Exchange explained yesterday 
that in one ^announcement HEM said it bought the 32.6 
per cent .stake in.Renong.on a single day and in another 
said it was acquired over a period of time, 
i- Analysts considered it a minor infraction and said the 
authorities were trying to restore credibility with 
shareholders, ,whOr were angered when they permitted 
UEM to malte theRenong purchase without offering to 
buy out remaining sfcarifoelders as requiredhy 
regulations:- “ •• 

That decision Nra® seen as a state-sanctioned bailout ' 
that favoured Renong to continue with key projects at the 
expense of minority shareholders iii UEM. Renong. an 
infrastructure' company. tfaat ism effect ^ controlled "by the 
United Malays National Organisation, the party of 
M a ha t hir Mohamad, the prime minis ter, has been 
shouldered with amsteucting much of the country’s 
infrastructure; ? -V . . Sheila McNulty . Kuala Lumpur 

■ TAIWAN ECONOMY : 

Growtlr outpaces forecasts 

Taiwan's xecoveringeconomy steered clear or Asia’s 
fi nancial crisis with 6.61 per cent growth in gross 
domestic product last year, outpacing forecasts and most 
of its fiscally, beleaguered neighbours. 

But how much longer Taiwan can buck-the regional 
trend is uncertain, as the cabinet statistics office forecast 
th at its , growth would slow this year to 6.18 per cent, 
according to.figures released Yesterday. The office blamed 
the anttolpated slowdown aii expectations rf a global 
ecanomte slowdown, particularly in the' US, arising from 
Asia’s rmwnrinl crisis. 

' ' 1x1 f - reaction of events, .south-east Asia’s sharply 

dgTOluE dcgn rencm wfll slow those countries’ imports, 
while Bpurrtagthar exports and curbing demand for US 
exports. Any slowing of the US economy would translate 
int o redu ced demand for Taiwan-made goods. 

- Taiwan’s relatively strong currency compared with 
Asian export competitors could hurt exports as well. 

■ TSiwaii's dollar feD is per cent against the US dollar in 
199£- with much of the defcline seen in the fourth ouarter 
while some Asian rivals sa# depreciations of more than ' 

Page it ;■ > . ■ ■ ’ , ^ 

■ INDONESIANUNREST r 

Australia voices concern 

““t rioting 

and Instability in Indonesia could affect regional 
and said the go verriment was f? ;Urity 


finanriai criris^ ** Asian 

Baker, -Australian armedforces commander 
said he was concerned about the current social nnm -4 v 
and -where.fr might lead.” Ffis 
after the Australian government issued an official 

^SS^!r ?Wle ? “^^SJwr 

' Al«xanderT)owner. the foreign minister, also 
cancan yesterday about indonestoandSd^ expressed 
r d®artment was studying contingency" piano 
unrest got out of hand. : , 
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Pound edges up as markets welcome widely-trailed reappointment of George as governor 

Shake-up unveiled for central bank board 


By Robert Chote, 

Economics Editor, 

The gOTerruoaejit yesterday 
announced -its long-a waited 
shaka-up of. the Bank of 
England’s Court of Directors 
its executive board. It also 
confirm^ that. Eddie George 
wiil serve as governor of the 
.Bank, the UK central bant 
for a further five years. 

Mr. George’s reappoint- 
ment had 1 been widely 
trailed, but its confirmation 
was welcomed in the fbaanr 
dal markets. In a recent sur- 
vey of 30 City of London 


economists, nobody wanted 
him replaced. The pound 
ticke d up rightly after the 
- prime minister's office made 
jhe annonncewfih t , • 

V ; TdspeB^ that 

he ndght.^rve a. shoctened 
.second term. Mr George ■ 
jjointedlysaidhe was ^very 
pleased. to have been invited 
to'&Tveas^gover^ the 
. heat' five years’*.- } ■/ 

:■ MrGearge saidthlswonld 
give him the pppbrt n nity^to 
carry fluroog£Jhe very -posi- 
■ tire ; . changes now . being 
made to . the vole arid struc- 
tine of the iBank". IT Britain 


adepts Europe's single cur- 
rency early In the next par- 
liament, Mr George will have 
been the first and last gover- 
nor of -a Bank of England 
that has the power to set 
interestrates itself. 

Mr George's relationship 
with Gordon Brown, the 
chancellor of the exchequer, 
got off to a bad start when 
Mr' Brown told him that the 
Bank would lose responsibil- 
ity for hwrikftig supervision 
shortly after the election. Mr 
George is also much mare 
sceptical about the wisdom 
of European monetary union 


and has been less keen to 
raise interest rates than the 
chancellor would like. 

A number of other candi- 
dates were mooted for the 
job, including Mervyn King, 
the Bank's chief economist, 
Gavyn Davies, chief econo- 
mist at investment bank 
Goldman Sachs, and Martin 
Taylor, chief executive of 
Barclays bank. But the chan- 
cellor and prime minister 
agreed that reappointing Mr 
George would best reinforce 

the political independence 
and credibility of the Bank. 

The chancellor, also dem- 


onstrated political indepen- 
dence by naming Dame 
Sheila Masters, a partner at 
accountants KPMG. to chair 
the sub-committee of non- 
executive diremors on the 
Court that will scrutinise the 
Bank's activities. She has 
served on the court far four 
years. 

The prime minister’s office 
also named five new non- 
executive directors from 
business, consumer groups 
and trade unions. As the 
chancellor promised, Wales. 
Scotland and Northern 
Ireland are all represented. 


Mr Brown is anxious to 
ensure the Bank takes all 
parts of the country and 
economy into account when 
making policy. 

Sir David Cooksey, chair- 
man of fund manager 
Advent, has been re- 
appointed to the court, as 
has executive director Ian 
Plenderleith. Two court 
members will stand down 
soon: Sir David Scholey of 
Swiss Bank Corporation and 
Sir John Hall of Newcastle 
United Football Club. 

Samuel Brittan, Page 12 



for Ireland talks 


By John Murray Brown «i Dub8n^ 

George Mitchell, the farmer US 
senator chairing the Northern „ 
Ireland talks, said yesterday tt \ ' 
would “at some point become ' - 
necessary” to move the 
negotiations, to a' secret location in 
order to reach agreement.- 
. ”11 is very difficult to conduct „ 
negotiations when every word '• 
stated is then delivered to the 
press," he said. “I do not intend 
any critictsmaf the press, but it ' 
makes tt difficult" . 

He also spoke of hls-fears of . 
paramilitary groups using more 
- drastic and extreme measures to - 
/wreck the chances of a deal Mr 
Mitchell said that “as you get 
tow arda the endgame” the 
possibility existedof further 
disruptions winch "make it 
difficult to reach agreement, to 
disenss issues, to negotiate." .. f .. 

The senator’s comments came ai 
toe end of another inconclusive' ■_? 
. day. of talks in Dublin, dominated 
by the issue of Sinn F6in’s •* : 

threatened expulsion river 


- the-DK govamnaS, and Mr 
^ TW ttehen and his two co-chairmen 

though hot against the irteh 
government. s - 
• ' ' The judge adjourned the case 
leaving* derision on Stan Ftfn’s 
■_ legal bid tosttiy in the 
’ negotiations unto this morning. 

-- MS Mowlgm’s lawyer claimed 
that, as arepre s e ntatlv e of a 
sovereign government, the court 
had no jurisdiction over her. Mr 
Mitchell saitthe hoped the court' 
would freplcOy/dispose” of the -' 
actk^vt^^^/'ieechoed Ms 7 
Mow^im^ ^sertlon that the 
: procjb(Ira;^ was a 

pottfindandnotalegal issue. 

: ■ . l^Jegal moye probably merely 
delays Sfamyein’s ousting, but the 
^o-hom^inth^ 
pH^y^.qiedia dearty ; 
represented k-propaganda coup for 
r^eT«9^1icmiinovemexi£. Last 

- night, Irish government official s 
.'hidiciiifed that ne action was likely 

in ty tbelegal chaEenge was 
■4TCsrfy^/7-7''' 7 
/ Ifthe case is thrown out, the ' 

pwBrmwwilB 

would face adflemma of whether 



Sinn F6tn supporters yesterday blocked a road into Londonderry, the second largest city in Northern Ireland. 
Gerry Adams , president of the party, said on Monday that he was “pissed off" by threats to the peace talks 


allegations that the IRA, fts r 
military wing, was onthapdlice assessment 

Belfast murders. -. . "! ' ahdexpel StonFrin immediately 

In Dublin’s High Court ; T; • qr watt imtfttoe talks reconvene 

yesterd&yjSftnn Feta sought an ^' /.in BeKast on Monday. While ■" 
injunction against Mb Mowlam, t--- ‘-jmxions to avoidtheaccusation 
chief Northern Ireland minister to that Stan Win was not given a 


chance to defend itself, Irish and 
UK officials expressed 
exasperation at the stalling 
tactics. 

Sinn Ffin had already cast doubt 
on the impartiality of the evidence 
of the Royal Ulster Constabulary, 
a discredited police force in the 
eyes of many nationalists. 


Mr Mitchell said this week’s 
difficulties had "added urgency” 
to the process, but be insisted "an 
acceptable agreement was still 
within reach" by the May deadline 
set by the British government 
• An isolated farmhouse in 
County Antrim, Northern Ireland, 
was sealed off by police last night 


amid reports that a body bad been 
discovered there. Police said they 
would make a full search of the 
surroundings by night before 
entering the house in daylight 
Meanwhile, a number of people 
were questioned by police after 
officers swooped on a Protestant 
area of Lurgan yesterday. 



3.^-r^?:"- :~xfr: : ?.C v ’ , . 



•«££* r’-fi. z-y.. •. ■ ■ 

lifestyl e 1 ^^issue jof ^stiead programi^ threatens to 
forces with Gi*ni^da : ;/the - ^ put : Me on tfi&Vpoi, reports Cathy Newman 

Truvhft and Iris tire jft fnwpwWjr. - 0 /' '/• • ’ ; l 

to makefa:^ Soversi^^ plans to confront the'ITC 

wrgfnn -of ite car rrrv»ga^ nft Mapi^nRS. "headed /by next week. 

Max Power.The National Rupert Murdoch’snephew, "Cable and satellite is 
Ma gazin e ’ Company, ^a^/ clalm ed ' that ^IhceTits done oh such a shoestring, 

-"^i’^/ has ^evelbped t^o/ ^Better 'Hcahfes and/ Gardens 
; for- <Srtoiada>„ Good. 7 c ptihh^ticni went an air in 

idhillTfA' rfiormal ."Kocwt 'TWK 'mi Anstmlla'C Rpwn 


-while, 
shows 

life cateTtfte; jjmfmei , -based I995 .bn Australia's ' Seven 
an Good Hcrasekeepmg }^ the magazine’s ;dr- 

Zest - its oldest a^ i^w^t^ /oilaQcm has increased by '40 
rng ^tin efi respectlveiy^' ^Jer penL: V- -Vr.':' “ - '. 

Such ‘ ‘'masthead progDain- / ./ Currently .masthead- pro- 
mlng” has many^ ^;bepgfit^. i.‘ ^gramming does not appear 
explains Terry Mansfield, /-'Ton the/BBC and other main- 
chief executive of NatMags//: stream' UK ■ terrestrial net- 
” Magazines have a major works;/- :But that could 
.contribution to* , makfe:^<*api^'w!fli an~ a ji nnim ce- 


because television technol- 
ogy is moving so fast. With 
200 digital television chan- 
nels- launching this year; 


; ment' expected in a couple trf 
months’ from the ITC. which 
regtQates terrestrial TV. 
“^tfie- FOdodlcal Publishers 


branded content is the name : % Association, the ^magazine 
of the game." . : . • - 1 - ti^de body, _i6 lobbying ftianr 

- Mr - Mansfield justifies Ms . 3 ticajly. ; .lt met .culture minis- 
enthusiasm by pointing at try . officials yesterday and 


says Nicholas Coleridge, 
managing director of Conde 
Nast, which ~ publishes 
Vogue. “Many shows are 
just two people on a sofa 
talking about fashion. It's so 
difficult far low-budget tele- 
vision to reflect the brand 
values of something like 
Vogue." 

In addition', as Ian Locks, 
chief executive of the PPA, 
points put: “Viewership of 
many cable and satellite . 
channels tends to be smaller 
than the average magazine's 
circulation, so there isn’t 
much commercial potential.” " 

But the PPA’s main argu- 
ment will be a well- 


rehearsed one against the 
BBC. How can the BBC, pub- 
lishers ask, spin off maga- 
zines from its successful tele- 
vision programmes when 
magazine publishers are pre- 
vented from doing the same 
thing in reverse? Notable 
BBC examples Include Top 
of. the Pops. Gardener's 
World and Top Gear. 

J ason Crisp, media ana- 
lyst at Sod&te Gdn&rale 
Strauss Turnbull, agrees 
with the publishers’ com- 
plaints. 

The BBC is being allowed 
to freely use its position to 
rampage around the maga- 
zine world," he says. The 
BBC is financed by a state 
levy on users of television 
sets and its UK television 


on TV 


and radio channels do not 
carry advertising. 

Peter Phippen. managing 
director of BBC Worldwide 
UK. says he supports the 
PPA’s moves to reduce 
restrictions on magazine 
publishers. 

But until the PPA’s lobby- 
ing bears fruit, there are 
magazine publishers who 
believe that transferring 
their magazines to the 
screen is a waste of time. 

"No one who even works 
at NatMags has seen the 
Good Housekeeping show,” 
Mr Coleridge claims, adding 
that there are other opportu- 
nities. such as internet sites, 
to extend Condg Nasf s mag- 
azine brands. 

Mr Mansfield and staff 
appear undeterred. Plans to 
turn NatMags' Cosmopolitan 
and Country Living maga- 
zines into television pro- 
grammes are “advanced", he 
says. 


More lottery cash pledged for films 


-By Afice Rawsthom 
in London 

The Arts Counml unveiled 
proposals yesterday, to use 
National Lottery money to 
subsidise the film develop- 
ment process, whereby film 
makers commission or 
rewrite scripts and prepare 
them for production. . . 

Next month, the council 
intends to announce a plan 
to plough lottery money into 

film distribution. 

This package, which will 
incorporate the findings of 

the government’s Film 


Industry PoScy ^ Review 
Group, is exported to Involve 
awarding lottery grants to 
ijnprove the^ meeting of 
UK-made • 

The development , and dis- 
tribution schemes me part of 
. a range of initiafiy&devlsed 
. by the Arts Coundl-' and the 
'Culture Ministry r .to : try to 
prolong the. UK film indus- 
try’s revival : - - . X .' 

After years of decline, tire 
industry has recently rallied, 
buoyed by box office 
successes such as The Full 
Monty , Bean and Trainspot- 
ting. 


Investment in UK film pro- 
duction rose from £169m 
($282m) in 1992 to £558m in 
1997," according to Screen 
Finance, the FT newsletter. 
One catalyst for this 
Increase in production activ- 
ity was the Arts. Council's 
decision in 1995 to make film 
eligible for lottery grants. 
The council has since 
awarded £43m of lottery 
money to individual films 
including Wilde and The 
Woodlanders. 

It has allocated £96m to 
create three film production 

companies. The first film to 


be released by one of those 
companies will be Hideous 
SSnJcy, starring Kate Winslet 
and produced by the Film 
Consortium, which is due 
out later this year. 

The production initiative 
has had successes, notably 
Wilde, which has earned 
nearly £2m at UK cinemas 
and recently clinched a US 
distribution deal with Sony 
Pictures. 

However, the Arts Council 
has come under criticism 
because some of the lottery- 
subsidised films failed to 
secure UK distribution. The 


Arts Council's new develop- 
ment and distribution 
schemes will be considerably 
smaller In scale than the 
production initiative. 

Charles Denton, chairman 
of the council's Lottery Film 
Panel, expects, from late 
summer, to make about £lm 
a year available for develop- 
ment grants, with subsidies 
of up to £50,000 being made 
available far each film proj- 
ect 

Details of the distribution 
initiative, expected to be 
worth roughly £3m a year, 
will be disclosed next month. 


BBC to 
transfer 
studios 
offshoot 


By John Gapper, 

Media Editor 

The governors of the BBC 
are today expected to 
approve a big step towards 
allowing the corporation to 
compete with private sector 
companies by moving about 
4.500 of its staff into a new 
commercial unit 

The governors will con- 
sider a proposal from John 
Birt, the BBC’s director gen- 
eral, to place large parts of 
its Resources directorate, 
which includes all studios 
and technicians, into a 
wholly-owned commercial 
subsidiary. 

The structure, which 
would require UK govern- 
ment approval, has been 
devised to let the BBC com- 
pete more strongly with pri- 
vate sector companies in 
outside broadcasting and 
studio services, without 
breaching fair trading regu- 
lations. BBC trade unions, 
which protested at an earlier 
version of the plan on the 
grounds it would encourage 
privatisation of the BBC 
Resources directorate, are to 
leaflet governors against the 
move. 

The BBC is likely to cite 
advice from lawyers and its 
fair trading auditors, KPMG, 
that it cannot offer technical 
services commercially with- 
out opening a unit that 
would publish its own 
annual accounts. 


Blair lukewarm on trade unions’ status demand 

Employers remain wary even though ruling Labour party has abandoned its old-style attitudes 

T he battle over statutory rec- 
ognition of trade unions has 
proved one of the fiercest 
fought since the national election 
last year In which Tony Blairs 
Labour party ousted the 
Conservatives. 

The Labour party has split into 
two camps over the party's mani- 
festo commitment to give unions 
the legal right to Jn a 

workplace on a majority vote of the 

workforce. ‘ ’ ■ . - 

The overwhelming majority pf 
Labour MFs appear to back the 
Trades Union Congress view that a 
union should be recognised if it 
wins a majority of votes £ 3 
place ballot. But Tony Blair, the 
prime minister,' is believed to 
Smain firmly behind the Confeder- 
Rritich industry. Britain s 


principal employers’ organisation, 
which insists that recognition 
should require a majority not Just 
of whose who do vote, but a major- 
ity of those entitled to vote. 

John Monks; TUG general secre- 
tary, says It will be “a decisive 
moment” if the decision goes 
against the TUC. But how impor- 
tant is the issue for business? - 

The CBI presents it as a key con- 
cern and floats the spectre of a 
return to the industrial relations 
problems of the 19706, when the UK 
had one of the worst records for 
strikes in Europe. Far most large 
companies, however, it seems 
largely irrelevant since they recog- 
nise trade unions already. Accord- 
ing to the TUC. unions have collec- 
tive bargaining rights in 44 of the 
top 50 companies. 


Even many companies that have 
resisted campaigns to recognise 
unions claim to be relaxed about 
the proposed legislation. 

Marathon, the oil company 
where the MSF general technical 
union has been trying to get recog- 
nition for offshore workers, said it 
doubted it would be affected by the 
legislation. “Our feedback is that 
there would not be support for a 
unionised workplace however the 
ballot was arranged," It said. 

Prestwick Holdings, a Scottish 
printed circuit board manufacturer 
with 700 employees, said it had 
"excellent” employee relations and 
felt no need for a union. 

“There will always be a small 
number of people who would like 
union muscle behind them, but we 
try to be sympathetic and fair 


employers," said Pat Moore, chief 
executive. “If our people vote for 
union recognition, then we’ll have 
to go along with it - but I don't 
think they wiH" 

Some influential business figures 
have strong views on the subject, 
although few are prepared to 
express them in public. 

Sir Clive Thompson, chief execu- 
tive of Rentokil Initial, believes it 
is a vital issue. “The difference 
between the CBI and TUC positions 
is very important," he says. 

The intervention of a third party, 
such as a trade union, between 
employer and employee "can only 
harm a company's performance", 
and he feazs a return to the prob- 
lems of the 1970s- Dismissing the 
argument that unions have 
changed, he says: “If they are not 


there to protect employees against 
employers, what are they there 
far?” 

Although the CBI and TUC have 
a good deal of common ground, Sir 
Colin Marshal], chairman of Brit- 
ish Airways and CBI president, has 
taken a firm stand over the defini- 
tion of a majority vote. 

Senior businessmen say it is a 
position supported by many indus- 
trialists despite their more concilia- 
tory words in public. “This is not 
the sort of issue that most industri- 
alists want to shout about and pre- 
fer to lobby in private.” said a 
senior executive. 

David Wighton 

Additional reporting by Andrew 
Bolger and Katharine Campbell 


UK NEWS DIGEST 


Strike threat 
to railway 

A strike which could halt the London Underground 
railway next month is being threatened by 300 power 
workers who face transfer under the government’s private 
finance initiative. The employees, who provide the net- 
work's electricity supplies, are being transferred to See- 
board Powerlink, a consortium made up of Seeboard. the 
regional electricity company for south-east England; ABB 
Asea Brown Boveri, the engineering group: and BICC. the 
cables company. 

The workers are concerned they will not be allowed to 
remain in London Underground's pension scheme and 
will also lose their entitlement to travel facilities. 

Jimmy Knapp, the general secretary of the RMT rail 

trade union, said: “Everyone from labourers to managers 
is involved in the industrial action ballot, so there is 
a distinct possibility the whole system could be immobi- 
lised." Andrew Balger, London 

■ INDUSTRIAL PAY 


Electrical staff offered 11.5% 

Electrical contracting workers have been offered an 11.5 
per cent wage increase staged over nine months in the 
highest pay deal for many months. The proposed increase 
covering 30.000 workers, belonging to the A££U electrical 
union, involves a 7 per cent rise in the average basic rate 
from 30 March. The second Increase will come in January 
1999 with a 4_5 per cent improvement to a new basic 
hourly rate of £7.42 (S12.40) an hour. 

"These rises are well above inflation and put our mem- 
bers at the top of the building and construction pay 
league where they rightly belong," said Ken Jackson, the 
union's general secretary- Union officials and employers 
both said yesterday the size of the deal reflected the grow- 
ing shortages of such workers. Robert Taylor. London 

■ FOOTBALL STADIUM DEATHS 


New public inquiry ruled out 

The government yesterday ruled out a fresh public 
inquiry into the 2989 Hillsborough football stadium disas- 
ter in a move likely to draw further protests from rela- 
tives of the 96 victims. The Liverpool fans died from inju- 
ries suffered in the crush as crowds poured into the 
Sheffield Wednesday ground for an FA Cup semi-final. 

Jack Straw, home secretary, said yesterday that scru- 
tiny of alleged new videotape and medical evidence by 
Lord Justice Stuart-Smith had not added "anything signif- 
icant” to the material available to the previous public 
Inquiiy. In a statement to the House of Commons, Mr 
Straw said the findings of Lord Justice Taylor's original 
Inquiry were still valid and that there were no grounds to 
quash the verdicts of the inquest. Liam HaUigan, London 

■ COMPUTER CRIME 


Managers “are more involved’ 

The involvement of managers in computer crime is 
increasing, an Audit Commission survey suggests today. 

A survey in 1994 found that computer-related incidents - 
ranging from outright fraud to using unlicensed software 
or introducing pornographic material - were twice as 
likely to involve administrative staff as managers. This 
suggested that tighter management controls might be a 
solution. But the commission says its follow-up survey 
last year “presents a different picture", with 33 per cent of 
incidents carried out by administrative staff and 28 per 
cent by managers. Alan Pike. London 

■ SCOTTISH DEER STALKING 


Computers to help in culling 

Computers will soon supplement calculations by tweed- 
suited stalkers in managing Scotland’s buoyant popula- 
tion of red deer. A computer programme was launched 
yesterday which will help Highland estate managers 
decide how many stags and hinds to cull each year to 
keep the red deer population under control. 

Red deer roam the Highlands and Islands providing 
sport for people shooting them and employment for the 
stalkers working for the estate owners. But if there are 
too many deer they can degrade the environment or stray 
onto farmland damaging crops. Despite more Intensive 
culling in the last few years, "there are still too many 
deer in a small number of places”, said Patrick Gordon- 
Duff-Pennington , chairman of the Deer Commission for 
Scotland. James Buxton. Inverness 

U REGIONAL COMPETITION 


London ‘biggest wealth creator’ 

London is by far the biggest wealth creator among 
Britain's regions and nations, generating nearly 40 per 
cent more gross domestic product per head than the UK 
average, according to a new series of competitiveness 
indicators published by the government. 

Although the capital's GDP per head fell from 145.7 per 
cent of the average in 1987 to 139.7 per cent in 1995, it 
remained well ahead. The only other regions with above- 
average figures for 1995 were south-east England U03.9 
per cent! and Scotland flOO.2 per cent;, both of which 
improved their performance over the eight-year period. 

Northern Ireland was second bottom with 82.6 per cent 
hut this represented a five-point improvement. Competi- 
tiveness is defined as the ability of regions to generate 
high income levels while remaining exposed to domestic 
and international competition. Brian Groom. London 

RETAIL SALES GROWTH 


Highest rate recorded since 1988 

Annual growth in seasonally-adjusted retail sales volumes 
was 6.9 per cent in January, the highest rate since June 
1988. Annual growth in December was 5.5 per cent. The 
1A per cent rise between December and January was the 
sharpest monthly increase since March 1991, excluding 
the rebound in consumer spending seen last October after 
the death of Diana, Princess of Wales. 

The monthly increase was double the amount expected 
by financial analysts, and caused sterling to climb and 
end 1.5pf stronger against the D-Mark. Richard Jeffrey, 
chief economist at Charterhouse Bank, said: "This is evi- 
dence of the continuing strength of domestic demand.” 
But the Office for National Statistics urged caution and 
drew attention to the volume growth in the three months 
to January, 1.6 per cent higher than the previous three 
months. Richard Adams. London 
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managers with those of our own 


global organisation, we believe that we 


■ t have created the world's best balance of asset management expertise. 
This is true whether measured by; our involvement in dollar and 
non-dollar assets, by our debt and equity coverage or by the range of 


individual and institutional clients we now serve. Bringing Mercury 
within our orbit has created a higher standard of asset management, 
worldwide. To our clients everywhere, that makes a difference. 

The difference is Merrill lynch. 


Merrill Lynch 

A tradition of trust. 
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TECHNOLOGY 


Michael Peel reports on new research into repetitive strain injury 


Worth Watching * Vanessa Houlder 


Showing 
the strain 




R afiq Mughal might have 
felt a sense of injustice 

last week after the pub- 
lication of research 
which linked the symptoms of 
repetitive strain injury (RSI) to 
physical damage to nerves in the 
arm and hand. 

In 1993, Mughal claimed dam- 
ages from the Reuters news 
agency, his former employer, on 
the grounds that his working 
conditions were responsible for 
injuries to his upper limbs. 

Judge John Prosser disagreed, 
ruling that Mughal's condition 
was stress related. Judge Prosser 
said that RSI could not be recog- 
nised as an authentic medical 
condition, because no specific 
symptoms could be ascribed to it. 

The new findings suggest oth- 
erwise. They link symptoms such 
as pain, tingling and numbness 
to physical changes in upper 
limb tissue. 

Although a number of people 
have won damages for RSI in the 
last few years, lawyers say some 
litigants find it difficult to prove 
that they have suffered physical 
ill-effects. The new study should 
strengthen the cases of RSI suf- 
ferers with no external injuries. 

However, the research on office 
workers has come no nearer to 
establishing the causes of RSI. It 
does not show that working long 
hours every day at a keyboard 
causes the condition. 


The evidence linking RSI with 
repetitious movement remains 
circumstantial, if plentiful. 

The ancient Egyptians appar- 
ently suffered a form of the com- 
plaint as a result of beating and 
stretching skins to make parch- 
ment A detailed description of 
RSI appeared in 1713. when the 
Italian physician Bernardino 
Ramazzini observed that clerks 
suffered from a condition caused 
by “incessant movement of the 
hand. . . always in the same direc- 
tion". 

Contemporary physicians think 
that other factors, such as fixed 
posture, contribute to the condi- 
tion. Supermarket checkout oper- 
ators and musicians have all 
been identified as sufferers. 

The Trades Union Congress 
estimated recently that RSI 
affected up to 200,000 workers 
annually and cost employers 
£ibn a year in sick pay. 

The new study examined the 
sensitivity to vibrations of the 
hands of RSI sufferers. A team 
from University College London 
found the group were far less 
able to detect small vibrations 
than an age-matched control 
sample who did not suffer from 
RSL 

By contrast, the RSI sufferers 
felt more pain than the control 
group when their tolerance to 
vibration was tested by making 
the stimulus stronger. Bruce 










A supporting wrist brace relieves symptoms of RSI ncwSamiRiitgumy 


Lynn, one of the researchers, 
says the RSI sufferers showed 
“classic signs" of nerve pathway 
disorders. 

The UCL team also tested a 
group of non-RSI sufferers who 
worked in jobs which were asso- 
ciated with a high risk of devel- 
oping RSI. Dr Lynn says: “To our 
great surprise, these office work- 
ers also have a significant deficit 
in their vibration sense." This 
means that the vibration test 
could potentially be worked up 
into a mechanism to alert work- 
ers who are in danger of develop- 
ing RSL Dr Lynn says. That is 


important because it is hard to 
treat successfully people who 
have already developed the 
chronic condition. 

However, Peter Buckle, reader 
in ergonomics at the University 
of Surrey, says that vibration 
tests might not be a reliable indi- 
cator of the risk of developing 
RSL He says: “These tests are 
very, very difficult to do because 
little things can make a huge dif- 
ference - variations in the tem- 
perature of the hand, how long 
you do the test for, bow much 
pressure there is [on the hand] 
when you do it”. 


Aurora shines in solar car race 

Bruce Dorminey takes a closer look at the winner in a heated contest 

H ow far and how fast can starting competitors with a total vehicles, it runs purely on stored to cook a slice of toast In fossi 
you go in a solar car fit- road time of 19 hours and 31 solar power received from the fliel terms that is equivalent to i 
ted with ordinary com- minutes. car's 8 so m of Siemens pnmmer- cat that averages a rmnlrm a 


H ow Car and how fast can 
you go in a solar car fit- 
ted with ordinary com- 
mercial solar panels and house- 
hold-grade lead-acid batteries? 
Australia's annual “Green Grand 
Prix" provides a few clues. 

Last month's CItiPower Sun- 
race "98 began in view of Syd- 
ney’s Harbour bridge and ended 
seven days later in Melbourne. 
The winning car, the A$2m 
f £834,000) Aurora 101, covered 
1,380km at an overall average 
speed of 70-6kmh. beating eight 


starting competitors with a total 
road time of 19 hours and 31 
minutes. 

The three- wheel single-seater 
clocked a 100km stretch in 59 
minutes and 33 seconds at an 
average speed of I00.9km/h. That 
gives it the Internationa] Solar 
Car Federation world speed 
record for this category of solar 
car. 

Sporting a design more like the 
wing section of a jet aircraft than 
the traditional jellybean shape of 
more conventional solar/electric 


vehicles, it runs purely on stored 
solar power received from the 
car's 8 sq m of Siemens commer- 
cial grade solar panels. 

Moulded to the top of the 
vehicle's sleek 42m by 2 m body, 
the panels enable the car to cover 
600km a day at an average of 
80-l00km/h. 

Even using low-eost panels 
with an efficiency (amount of 
energy produced as a proportion 
of the energy input) of only 10 
per cent, the Aurora can still 
travel 8km on the energy needed 


to cook a slice of toast In fossil 
fixel terms that is equivalent to a 
car that averages 3,000km a gal- 
lon. 

Built by a Melbourne-based 
team of volunteers at CSERO 
(Commonwealth Scientific and 
Industrial Research Organisa- 
tion). with help from the Univer- 
sity of Technology of Sydney, the 
vehicle's front in-wheel electric 
motor weighs only 145kg, includ- 
ing the tyre. But it can generate 
3.6kW of power at 1060 revolu- 
tions a minute. 


Dr Lynn says the vibration 
tests has proved accurate, 
although he admits that the team 
has not established the cause of 
the nerve damage. “There are 
lots and lots of things that cause 
vibration [sensitivity] loss." 

But lawyers who have acted for 
RSI sufferers say the study is 
important because it shows the 
condition is the result of physical 
damage and is not just a conse- 
quence of stress. Stuart GiUmgs, 
a solicitor at Bolt Bard on, says 
the research win help convince 
judges that RSI is not “all in the 
mind”, although, he adds that 
employers will point oat that the 
study does not show that key- 
boarding causes the condition. 

The most profound effect of the 
research might be to give more 
RSI sufferers the confidence to 
take court action against their 
employers. Those who take legal 
action tend to be sufferers of 
pathological RSL, which gives rise 
to visible wounds such as lumps, 
bumps and swellings. . 

However, a substantial propor- 
tion of people with RSI suffer 
from a diffuse form of the condi- 
tion and exhibit no obvious exter- 
nal physical effects: Diffuse RSI 
sufferers rarely lodge compensa- 
tion claims, according to Tom 
Jones, a lecturer on RSI and 
stress for Thompsons, the biggest 
persona] injury law firm in the 
UK. They are discouraged by 
their GPs from going to court •• 
without physical evidence. 

Mr Jones says the UCL 
research means sufferers of the 
diffuse condition are less likely to 
suffer the kind of courtroom 
rebuff delivered to Mr Mughal. 
“It gives a legitimacy and a 
respectability to those who are 
suffering from diffuse RSL” Mr 
Jones says. “They have been seen 
as sufferers without proof." ■ 


With no transmission, the 
motor relies on three heavy wires 
r unning through a stationary 
hollow axle for chang in g electrh 
cal energy to mechanical energy 
within the front wheel itself. 
That gives its motor an overall 
efficiency of 98 per cent, or three 
times that of a conventional fos- 
sil burning six-cylinder motor. 

Next year’s CitiPower race will 
have the same entry conditions 
but John Hoemer, the event’s 
director, is planning another 
solar car race for this October. 
The route will cover 4.000km 
from Perth to Sydney and feature 
10 of the world's best solar care. 

These will all be fitted with 
space-grade solar panels and GPS 
(global positioning system) equip- ' 
meat for navigation. 



Scientists stabilise 
porous silicon . 

Porous silicon, which has a 

surface covered with tiny 
openings, emits light when 
irradiated with ultraviolet - 
light. This offers scope for 

(xnnbining light and 
electronics, paving the way-far 
new sorts of sensors and ■ 
ultntfast computers. 

But untreated porous silicon 
tends to react with oxygen and 
water in the air, creating a • 
glaSS-Gke coating that 
interferes wftb its 
photoluminescent properties. 

Researchers sit Purdue 
■University have found a way to 
stabilise the porous silicon. The 
surface is spread '.with a 
solution that produces a greasy 
coating feprot^the surface. 

This treatmrtit allows . 
scientists to add other : ' 
compounds to the surface so 
that the light-emitting ; 
properties of porous sflicoucan 
be made to respond, to certain .; 
chemicals or conditions. ~ 

• Purctue Unwersity: US,'tel' 
7654945302; http:H 
news. iats.purrUie.edul 



in the air. It might also be 
possible for sensor molecules to 
be placed in cells to detect the 
presence of neurotransmitters, 
hormones or other small 
biological molecules, giving 
researchers new insights into 
the way cells function. 

Cobmbia University: US. teL 
213854658% totpX'i 
www.colutnbia.edu 


Genetics pinpoint 
source of disease. 

Controlling an outbreak of 
disease often depends on being 
able to pinpoint its source. 
Researchers at Los Alamos 
National Laboratory in the US 
have developed a new approach 
to this problem, using a 
sensitive genetic analysis 
technique. 

Jt can distinguish between 
different strains of a pathogen 
by looking at tfaelengths and 
sequences of DNA fragments. It 
involves replicating DNA 
fragments in large volumes and 
then sequencing them. 

The technique has been 
demons trated on many 
pathogens. In one case, 
involving human anthrax 
-victims, the analysis showed 
the victims were all infected by 
different strains of anthrax. 

This suggested the source was 
. not, as thought, contaminated 
meat but a military 
microbiology facility. 

Los Alamos National ' 

■ Laboratory: QS.tel 50566520S5: 
http:iiwwjt)lanLgov 


Clear-sighted view 
of microwaves 

Contact lenses offer obvious 
advantages over spectacles. But 
they are a hassle to disinfect 
and* if not cleaned properly, 
can causesight-threateniug eye 
infectionsr- • 

A Nottinghamshire-based 
company has developed a way 
to clean lenses by disinfecting 
them in a microwave oven. 

Oculi, which has developed 
itiie Micro Glens systems, says it 
guarantees to kill all the 
bacterinon the lens or the 


. The system Was developed by 
a pharmacist and 
epidemiologist, With a 
researcher from Nottingham . 
Trent University. Funding was 
from SLf- V J - — 

OaOLJIK, tel (0)162342480% - 


THE PERIOD OF PRACTICAL 
PREPARATION HAS BEGUN..." 


li'Oinr Otiohvr 19 97 



"We must put ourselves in 
a position where Britain can 
exercise genuine choice" 


Gordon Brown t99‘ 
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Cinema/ Peter Aspden 


F orget the movie's 
title and the flunry 
of pungent pre- 
publicity jabs 
from Bah-y 
Mcuuigan on how dose he 
came to turning Daniel Day- 
Lewis into a true contender. 
Jim Sheridan’s The Boxer Is 
less about the noble art ctf 
pugilism than the coarse 
contortions of northern in ah 
politics. 

Sheridan opens his tense, 
satisfying thriller with the 
rattle of helicopters and 
prattle of well-meaning 
soundbites; he deftly man- 
ages to make them sound 
equally sinister, thus estab- 
lishing the film’s most tell- 
ing, and certainly most 
timely, message. Political- 
solutions have to be sought 
and fought on the streets, 
and no amount of hopeful 
bombast can . make up for 
that cold. fact. 

Freshly released an those 
streets is Day-Lewis’s former 
IRA member Danny Flynn, 
who has served 14 years in 
prison and returns to his. old 
Belfast neighbourhood with 
tautly-honed upper body and 
a resolve to lower the pohti- 
cal temperature aB around. 

He is taunted by hard-liner 
Harry (Gerard McSorleyV 
cautiously welcomed by his 
former boxing coach Ike 
(Ken Stott) and soon notices 
the coy, stolen glances of his 
childhood sweetheart Maggie 
(Emily Watson), since mar- - 
ried to Flynn's best friend, 
who is now serving his own 
sentence. . 

Flynn wants to revive the 
local community gymnasium 
as well as his own career; 
idealism coincides happily 
with self-interest. He is 
embarrassingly inept- in his 
first bout back <“Flynn 
should get the Nobel peace 
prize for homing" quips a 
spectator as he. mistimes 
punch after, punch). Blit his 
initiative gathers momen- 
tum, his riming returns, and 
Maggie likes what she sees. 

Sheridan handles ,ttus 
potentially, messy trangto of 
love story,, boxing test and 
political thriller with exem- 
plary controkhis actors stm- ■ 


exhibition match in London, 
when he refuses to pummel 
unnecessarily an already- 
beaten opponent, making a 
little too explicit the film-, 
makers’ admiration for the 
sport's inherent dignity, this 
moment, along with Day- 
Lewis's slightly over-aristo- 
cratic smile, do not quite 
ring true. But there is plenty 
to admire in this well-crafted 
work, although an improba-- 
bly convenient conclusion 
tries to tie up all loose ends 
rather too neatly. . 

If the title of The Boxer is 
a touch misleading, - you 
need not harbour, any doubts 
as to what The Postman is 

~ THEBOXER 

Jim Sheridan 

-THE POSTMAN 

. Kerin Costner 

PRISONER OF THE 

MOUNTAINS 

Sergei Bodroy 

THE BUTCHER 
BOY 

Nril Jordan 

ROTHSCHILD’S . 

VIOLIN _ 

Edgardo Cozarmsky 

ALL OVER ME 

-- Alex Sichel 


about' delivering the mail. 
Not mipri you, as thehum- 
drum quotidian chore you 

mi ght imag ine, it to be; this 
is nothing less than delivery 
as deliverance from. evil 
Kevin . Costner, . who also 
directs, is the dishevelled 
loner who wanders the post- 
nuclear salt -flats of Utah in 
the year 2013, earning his 
way. by- recdttog.ctomis of 
Shakespeare, badly, and in 
no particular arder» to mysti- 
fyingly grateful onlookers. - 
The seeds of the film's fail- 
ure are- already sprouting 
here: Costner’s hamming, 
leaves, the film tottering on 
the brink . of : parody, 
although it never- quite : 


Day-LeWis 

the ring - while Chris ' dangerous territory Costner , 
Menges’s slate-and-charcoal senses this as he confides in 
photography (oniy occasiopr his -mule: “AH you have to . 
ally leavened,: as by the;.'- dels stand tbere, I’m the: one 
redemptive shafts of apricot' - with all the lines”. It Is 
light as Flynn returns to the . impossible to resist a twinge 


mer successfully - and yes. 


gym fen: the first, time) is 
brilliantly evocative. 

The film's one false note 
occurs in Flynn’s" grotesque 


of condolence. 

- But when he is captured 
Jjy former photocopier sales- 
man-turn e d -tyrant Bethle : 


hem (Will Patton), who also 
' barks- the Bard and paints 
terrible self-portraits in 
between torturing his cap- 
tives, we know we are in the 
realm of the barmy, and can 
relax for the rest of this 
three-hour monstrosity. 

Which has Costner don- 

- nlng an abandoned post- 
man's uniform, conning a 
local community that he is 
from an invented newly-re- 
stored US government to get 
some food and shelter, 
becoming an unlikely father 
and rebel leader, and pushed 

' onto a presale cable-car ride 
by. has-been rock star Tom 
. Petty, coyly playing the part 
of a has-been rock star. 

In short, the postman 
becomes a unifying symbol, 
the American people start 
writing to each other a gain. 
.thus remembering their 
American-ness. Somewhere 
there lurks a profound point 
about democracy as process, 
but it goes the way of the 
raying Bethlehem. The Post- 
man is a touch tVatertrorW, 
a touch Dances With Wolves 
.and more than a touch 
deranged. 

★ 

How anodyne are Costner’s 
post-bellum landscapes next 
to the genuinely war-rav- 
aged mountain tops of Sergei 
Bodrov's Prisoner of the 
Mountains. This moving, 
beautifully shot tale of the 
Chechen conflict, adapted 
from Tolstoy, sees two 
wounded Russian soldiers 
captured by rebels, and put 
in the care of a Chechen 
rebel who plans to exchange 
them for his imprisoned son. 

The prisoners predictably 
forge relationships with 
their captors; but they are 
awkward and unsentimental. 
Nationalistic feelings on 
both sides are intense, but 
ill-considered, and are com- 
promised by the stronger 
blood bonds of family. Bod- 
rov uses swift brushstrokes 
to make his points: a soldier 
: walks. into. a shop and hands 
over a revolver in return for 
two bottles of vodka; a local 
walks into the . same shop 
and buys back the gun with 
hard currency. 

- The soldiers’, lives, indeed 
alTiWes, become contingent 
in., this uncomplicated yet 
devilishly muddled arena of 
mistrust, given physical sub- 
stance by -the forests of 
crooked tombstones 
sprouting askew like the rot- 
ten teeth of a tramp. 

Those who like their com- 
edy black, and I am not 
among them, may find much 


Tautly-honed body graces a tense political thriller: Daniel Day-Lewis in The Boxer* 


to delight them to Nefl Jor- 
dan's The Butcher Boy. In 
small-town Ireland in the 
1960s, 13-year-old Francie 
(Eamonn Owens), son of an 
alcoholic father and men- 
tally disturbed mother, seeks 
solace to a manic and hostili- 
ty-fuelled dream world. 

He targets his pretentious 
neighbour Mrs ■ Nugent 
(Fiona Shaw), first with rou- 
tine naughtiness but then 
with pranks altogether more 
sinister. He sees visions of a 
swearing Madonna (Sinead 
O’Connor), aliens and pig 
heads, while all the time the 
real world, gripped by the 
Cuban Missile Crisis, seems 
intent oh mat chin g his bur- 


geoning paranoia. Jordan 
uses a range of devices - 
caricature, irony, Stephen 
Rea's droll voice over - to 
deal with the lurches in tone 
from comedy to horror, but 
misfires badly: there is too 
much unfunny blarney in 
the humour, Owens Is exces- 
sively charmless and one- 
paced, and there is anyway a 
limit on how amusing a 
descent into madness can be. 
And O’Connor’s feisty Lady 
is all too predictable as a 
shock tactic. 

Rothschild's Violin frus- 
tratingly chooses to skirt 
round one of the most fasci- 
nating artistic issues of 
the century - the difficult 


life and compromised career 
of Shostakovich in Stalin's 
Soviet Union - by bravely 
deciding to include an 
entire one-act opera in mid- 
film. 

The opera, from which the 
film takes its title, was writ- 
ten by a pupil of Shost- 
akovich who died in the bat- 
tle to defend Leningrad. In 
the parts of the film which 
frame the opera, the Russian 
composer completes the 
work to honour his student's 
memory, only to find it 
quashed by the censors for 
its championing of a "root- 
less cosmopolitan" - Jewish 
- way of life. 

The opera itself, beauti- 


fully sung, is not the most 
accessible piece in the world, 
and inevitably limits the 
film's ability to explore its 
central concerns; but the 
work as a whole remains a 
skilled and poignant compo- 
sition. 

All Oner Me is an affecting 
story of the perils of adoles- 
cent love, heavily reliant on 
Alison Folland’s well-judged 
performance as 15-year-old 
Claude, torn between a best 
friend who picks an appar- 
ent psychopath for a lover 
and the stirrings of her gay 
sexuality. Not a great adver- 
tisement for heterosexual 
men, but then they get a 
pretty good deal elsewhere. 



’at thing the RSCs 
Everyman - sturdy - 
and edifying, by a 
pious Anon, some 
time around 1500 - shortly after 
Samuel Beckett's Happy Days at 
the BAC was strange. Both plays 
are about the last stages of some- 
one’s life ( anyone’s . as it were); 
and a anh is pared down to what 
its author took to matter when 
the end of your life is coming into 
view. But what different -views! | 
Happy Days, you remember, is 
about Winnie, a cheerful, garru- 
lous woman who happens to be 
half-buried in sand. “Stuck up to 
her diddies in the bleeding ■ 
ground," someone says, “what is 
it meant to mean?” By the second 


Theatre /David Murray 


life at the end of the road 


act she is in it up to her chin. 
Immob ilised but still chirplly cop- 
ing. It's a plain,' potent image of 
inexorable bodily decay, sustained 
by Winnie's . endless chat - mostly 
to nobody in particular, though 
sometimes to Willie, her all-but-si- 
Jent partner in decline. 

Quite differently, “Everyman”, 
a successful, happy-go-lucky chap, 
learns from Death that his end is 
nigh- Feeling the chill, he under- 
takes a comprehensive expiation. 
Fellowship. Kindred and Worldly 


Goods (all quaintly personified) 
Ml away at once, and before the 
end Beauty, Strength, Discretion 
and his Five Wits, too. Only 
Knowledge stays to watcb, and 
only his Good Deeds accompany 
him through to the benign last 
judgment. 

An honest Everyman must 
count upon those alone to justify 
his life. In Happy Days no “justi- 
fying” is in question; the limits of 
Winnie’s perceived world just 
shrink inevitably toward the point 


of no return. Until the roof falls 
to, as it will, placid, buoyant 
chirpiness is all: what else can 
you do? 

Hie RSC company, directed by 
Kathryn Hunter and Marcello 
Magni from the Theatre de Com- 
plicite, make Everyman lively and 
earnest. The theological bits are 
sensibly underplayed, the single- 
track action and Everyman's per- 
sonified “Goods" thrust forward, 
with a garnishing of visual jokes. 

In several roles. Death among 


them. Josette Bush ell -Min go is 
teasingly mysterious. Joseph 
Mydell's Everyman encompasses 
flash-Harry manners at the outset, 
then grave qualms, and humble 
grace at the end - a perfectly 
tuned performance. The whole 
piece takes only an hour and a 
quarter, and is entirely satisfying. 

As directed by Caroline Smith, 
Happy Days takes twice as long. 
Amanda Bellamy's Winnie, in 
kewpie-doll makeup, squeaks her 
way girlishly through the first 


act. Even her little repeated asides 
- “The old style!" “That is what I 
find so wonderful ...” - are fer- 
vently acted, on two or three 
notes to every’ word. Winnie’s gra- 
cious ways seem anxiously ingra- 
tiating: can that be right? 

She is much older and greyer in 
Act 2, but still plucky. Willie’s 
final clamber towards her is 
abruptly frozen in a strained pose 
tis he reaching for Winnie, or for 
the gun?) - a needless bit of 
underlining. This careful produc- 
tion too often tries too bard. 


Everyman in repertory at The Pit 
(Barbican) until the end of 
March; Happy Days at the BAC in 
Battersea till March l. 


Recitals 

With love 
and tears 

R ecitalists are born, 
not made, and last 
week a signal birth 
was announced at 
the Wigmore HalL The Nor- 
wegian soprano Solveig 
Krin gel born is not unknown 
in London, but nothing she 
has done here before, includ- 
ing her fearless, but rather 
wayward Donna Elvira for 
the Royal Opera, had quite 
prepared one for this splen- 
did appearance. 

What a difference it 
makes when a singer openly 
loves the music. The tear 
brushed away from her left 
cheek after the last song of 
the evening was probably 
shared by a number of the 
audience. Bat then any 
soprano who can sing 
Grieg’s Haugtussa as beauti- 
fully as Krin gel born will 
always get my vote- This is 
the most loveable of 
neglected song-cycles, a suc- 
cession of one enchanting 
song after another, all of 
them sung with a deeply-felt 
sensitivity that went to the 
heart of the music. A couple 
of years ago Anne Sofie Von 
Otter's award-winning 
recording won friends for 
Haugtussa-, Kringelbom was 
affectionate, luminous, just 
as true in her own way. 

In operatic mode, this is a 
strong soprano with a top 
that turns hard to near 
steely (her first Wagner and 
Strauss roles are imminent) 
but hiding under its skirts is 
a wonderfully expressive 
recital voice, alive with 
shades of soft tone that 
speak volumes. Every word 
communicated, every phrase 
had something to say. 

The programme was 
packed with interesting 
finds. The first song, “Sne” 
by Sigurd Lie, introduced a 
near-impressionist wintry 
scene, sung with a crystal- 
line glint and accompanied 
with grace by Malcolm Mar- 
ttoeau, Kringelbom’s impec- 
cable pianist. A group of 
three songs by Agafhe Back- 
er-Grondah], Norway's first 
professional woman com- 
poser. bad beauty as well as 
sentiment; Peter Erasmus 
Lange-MOJIer's songs were 
more than stock Northern 
melancholy. Kringelborn 
introduced each of them 
with a charming biography, 
as though they were old 
friends. Her audience was 
wickedly small, but word 
will get around. - 

T wo days earlier 
another promising 
Wigmore recital 
proved an unexpected let- 
down. Sergey Larin also 
brought a programme of 
songs from his native coun- 
try, music by Tchaikovsky, 
Cui, Rimsky-Korsakov and 
Mussorgsky's chilling Songs 
and Dances of Death. Unfor- 
tunately, the singer only 
came into his own when he 
was at full voice, while his 
accompanist covered a mul- 
titude of sins by holding her 
foot down on the sustaining 
pedal. Even this tasty tenor 
could not penetrate the 
cacophonous blizzard of 
clashing harmonies she 
managed to produce from 
the piano. Larin possesses 
one of the glorious operatic 
tenor voices of his genera- 
tion and we do not hear him 
nearly enough in London - 
but next time, please, in 
happier circumstances. 

Richard Fairman 





■ RERUN 

CONCERTS 

Philharmonic 

Tel: 49-30-2548 8354 
Berlin Philharmonic Orchestra; 
conducted by Sir Simon Rattle in 
works by Berio and Mahler; Feb 
19. 20, 21, 22 


choreogapher of Ouatuor Nr. 4, 

. which completes the programme. 
The sets for Bluebeard are by 
Gisbert JSkel, with costumes by 
Rudi Sabounghi; Feb 22, 24 


■ CHICAGO 

CONCERTS 
Orchestra Hafl 

Tel: 1-312-294-3000 

.vnm.chlcagosymphony.org 

• Chicago Symphony 
Orchestra: conducted by Daniel 
Barenboim In works by 
Beethoven; Feb 19 

• Chicago Symphony 
Orchestra: conducted by Zubin 
Mehta fn works by Wagner, 
Hindemith and Brahms. With - 
piano .soloist Daniel Barenboim; 
Feb 20 

• Chicago Symphony 
Orchestra: conducted by Daniel 
Barenboim in works by 
Beethoven; Feb 21 


unter den Linden 


oper-berlin.org 
Verdi. New 
conducted by Claudio 
a staging by Jonathan 
pro Raimondi sings 
r. Feb 21 , 24 


■ EDINBURGH 

EXHIBITIONS 

Scottish National Gallery of 
Modem Art 

Tel: 44-131-624 6200 
William MacTaggart (1903-1981): 
retrospective of the Edinburgh 
modernist Includes around 50 
paintings, watercolours and 
drawings, the majority borrowed 
from private collections and 
seldom exhibited; to May 10 


OPERA 

Edinburgh Festival Theatre 
_ Tel: 44-131-529 6Q00 

fterMar' Scottish Opera: CosTfan tufts, by 
Mozart. New production by 
Stewart Laing, conducted by 


; new 
le-act 


Nicholas McGegan: Feb 24 


■ GLASGOW 

OPERA 

Theatre Royal 

Tel: 44-141-332 9000 

Scottish Opera: Cosi fan tutte: by 

Mozart New production by 

Stewart Laing, conducted by 

Nicholas McGegan; Feb 19 


■ HELSINKI 

OPERA 

Finnish National Opera 
Tel: 358-9-4030 2211 

• Come back, Gabriel: world 
premiere of llkka Kuusisto’s new 
work based on the true story of a 
confidence trickster who preyed 
on lonely women. Staging by 
Jussi Tapola, with designs by 
Anna Kontek; Feb 21, 23 

• TheMagic Flute: by Mozart 
New production by Swedish 
director Etienne Glaser, designed 
by Peter nilberg. Conducted by 
Okko Kamu; Feb 20. 24 


■ LISBON 

OPERA 

100 Days Festival, Expo *98 

• Kirov Opera: The Flying 
Dutchman by Wagner; Main 
Auditorium, Centro Cultural de 
Belem; Feb 19, 20. 23 

• Kirov Opera: Sadko by 
Rimsky-Korsakov; Teatro 
Nadonal de S3o Carlos; Feb 24 


■ LONDON 

CONCERTS 
Barbican Hall 
Tel: 44-1 71-638 8891 


London Symphony Orchestra: 
Mstislav Rostropovich conducts 
a programme of works by 
Shostakovich; Feb 19, 22 

OPERA 

English National Opera, 
London Coliseum 
Tel: 44-171-632 8300 

• The Sixir of Love: by 
Donizetti. New production, 
directed by Jude KeHy and 
designed by Robert Jones. The 
conductor is Michael Lloyd; Feb 

19, 21 

• Xerxes: by Handel. 
Conducted fry Noel Davies in a 
production by Nicholas Hytner, 
revived by Emma Jenkins; Feb 

20, 23 

Shaftesbury Theatre 
Tel: 44-171-379 5399 
The Royal Opera: Giulio Cesare, 
by Handel. Production new this 
season, directed by Undsay 
Posner and conducted by Ivor 
Bolton, with designs by Joanna 
Parker. Cast includes Amanda 
Roocroft and Ann Murray; Feb 
19, 21, 24 


■ LOS ANGELES 

OPERA 

L. A. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 
www.laopera.org 
The Magic Flute; by Mozart. 
Revival conducted by Julius 
Rudel in a staging by Sir Peter 
Hall; Feb 19, 21, 24 


■ MILAN 

OPERA 


Teatro alia Sea I a 

Tel: 39-2-88791 
www. lascafa. milano. it 
Die Zauberfldte: by MozarL 
Conducted by Paul Connelly in a 
staging by Roberto De Simone. 
With sets by Mauro Carosi and 
costumes by Odette Nicoletti; 
Feb 19 


■ MUNICH 

CONCERTS 
Philharmonie Gasteig 

Tel: 49-89-5481 8181 

• Maxim Vengerov: recital by 
the violinist of works by 
Beethoven, Shostakovich, 
Sarasate and Szymanovsky; 

Feb 19 

• Salzburg Mozart Orchestra: 
conducted by Alfred Esc h we in a 
programme including works by 
Bernstein, Gershwin and Strauss; 
Feb 20 


■ NEW YORK 

CONCERTS 
Carnegie Hall 

Tel: 1-212-247 
www.camegiehall.org 
The Met Orchestra: conducted 
by James Levine in works by 
Tchaikovsky, Bach, Ligeti and 
Berlioz. With violinist Maxim 
Vengerov; Feb 22 

EXHIBmONS 

Museum of Modern Art 

Tel: 1-212-708 9480 
www.moma.oig 

Alvar Aalto: Between Humanism 
and Materialism. Centenary 
tribute to the Finnish architect, 
designer and town planner. 
Includes sketches, drawings, 


models and photographs, many 
of them loaned by private 
collections in Europe; from today 
until May 19 


■ PARIS 
CONCERTS 
Salle Pleyel 
Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Christoph von Dohnanyi in 
Haydn's Symphony No. 88 and a 
concert performance of Bartok’s 
one-act opera, Le Chateau de 
Barbe-Bieue. With soprano 
Cornelia Kallisch and bass L&szlo 
Polgar; Feb 19 

OPERA 

Op6ra National de Paris, Op£ra 
Bastille 

Tel: 33-1-4473 1300 
Tristan und Isolde: by Wagner. 
New production conducted by 
James Conlon in a staging by 
Stein Winge, with designs by 
Lennart Mork. Cast includes 
Wolfgang Schmidt and Sabine 
Hass; Feb 21 


■ ROME 

OPERA 

Teatro dell' Opera 
Tel: 39-6-481601 
www.themix.it 

La Favorite: by Donizetti. New 
production by Beni Montresor, 
conducted by Frederic Chaslln; 
Feb 20. 22, 24 


■ STOCKHOLM 

EXHIBITIONS 
Modems Muscat 

Tel: 46-8-5195 5 200 


www.modemamuseetse 

• “No one's dogs": 100 Years 
of Swedish Art. 100 works, 
specially selected to trace the 
history of modem art in Sweden; 
to Apr 19 

• Wounds: Between Democracy 
and Redemption in 
Contemporary Art The inaugural 
exhibition in the museum's new 
building examines developments 
in the visual arts from the 1960s 
to the present. Includes works by 
Francis Bacon, Andy Warhol, 
Gerhard Richter and Per Kirkeby; 
to Apr 19 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT; 

06.30: Moneyline with Lou Dobbs 
13.30: Business Asia 
19.3Q: World Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 08:20*. 09:20; 
10:20; 11:20; 11:32; 12:20; 13:20; 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports live from LJFFE as the 
London market opens. 
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K ing Solomon had 
to adjudicate 
between two 
women each 

claiming to be the mother of 
a disputed baby. His reac- 
tion was shrewd. 

He first suggested as a 
compromise cutting the 
baby in two. The first 
woman accepted this judg- 
ment as better than noth- 
ing. The real mother pro- 
tested loudly, saying that 
she would rather lose the 

baby than have it billed. 
The king then did a U-Lurn 
and awarded the infant to 
the second claimant. The 
moral is that a compromise 
can be worse than either 
extreme. 

There is an equivalent for 
a central bank. If two gov- 
ernments. or two ministers 
within a government, are 
quarrelling about who 
should run it. a judgment of 
Solomon would be to split 
the term of office so one 
candidate ran it for the first 
half and the other for the 
second. Anyone who accepts 
such a suggestion does not 
give a hoot for the institu- 
tion’s independence. Almost 
any choice would be better 
than appointing a person as 
a lame duck in the know- 
ledge that somebody else 
will take over in the middle 
of the normal term. 

You do not have to 
believe in the myth of abso- 
lute centra] bank indepen- 
dence to condemn such tac- 
tics. The essentia] point is 
to create some sort of buffer 
between the Immediate 
political interests of govern- 
ments of the day and mone- 
tary policy decisions. An 
analogy is the courts of law. 
Judges are inevitably 
appointed by some political 
process and - as a recent 
British case has shown - 
can be edged out in extreme 
cases. But normally they 
just interpret the law 
according to conscience. 

Yet a split of the eight- 
year term of the presidency 
of the European Central 
Bank is being canvassed to 
give the first four years to 


Economic Viewpoint • Samuel Britt an 


Subverting central banks 

Some so-called compromises are worse than either extreme and threaten 
to undermine the independent conduct of monetary policy 


Wim Duisenberg. the Dutch 
head of the European Mone- 
tary’ Institute and the 
remaining four to Jean- 
Claude Trichet. governor of 
the Bank of France, the last- 
moment French nomination. 
The ng-\eaf justification 
would be that Mr Duisen- 
berg reaches 67 in 2002. 

Any such compromise will 
undermine the credibility of 
the ECB from day one. For 
its choice will be very obvi- 
ously the result of a politi- 
cal baggie and there will be 
non-stop speculation about 
whether Mr Trichet really 
will succeed Mr Duisenberg, 
with politicians being 
involved at every stage in 
his confirmation. The whole 
point of providing the ECB 
president with a long term 
of office will have been lost. 
Either of the candidates 
alone - or indeed a third 
person - would be better 
than the "shoddy compro- 
mise" now being mooted. 

In the UK, Eddie George 
has. after an excessive 
delay, been confirmed for 
another full five-year term 
as governor of the Bank of 
England. But the idea was 
considered of reappointing 
him on the understanding 
that be would not stay a full 
term. And one cannot rule 
out pressure on him to 
resign in two or three years 
if his conduct displeases top 
politicians. The Organisa- 
tion for Economic Co-opera- 
tion and Development 
already experienced such a 
split, when its last sec- 
retary-general Jean-Claude 
Pa ye accepted in 1991 a two- 
year only extension of his 
tenure on the understanding 
that be would then give way 
to the Canadian Donald 
Johnston. But in the case of 
the OECD it is mainly the 
staff work that matters. 

A curiosity about the ECB 
is that Mr Trichet is as 
hardline a central banker as 
they come. Indeed he has 
been called by those in 
France who dislike him “M. 
Trichmeyer". a compound of 
his name with that of the 
Bundesbank president. Hans 


Tietmeyer. He was unfairly 
criticised by Jacques Chirac, 
the French president, dur- 
ing the last presidential 
elections and his name was 
proposed only when the 
French government had run 
out of other possibilities. 

As for Mr Duisenberg. he 
has already denounced the 
idea of splitting the ECB 
president's term. He could 
scupper the whole dreadful 
idea if he went further and 
- if he were offered the pres- 
idency on the projected con- 
ditions - declared in the 
words of General Sherman 
on being urged to run in the 
1884 US presidential elec- 
tion: *T decline to be nomi- 
nated. If I am no minate 1 
will not stand. And if I am 
elected I will not serve." 


It will take several years to 
judge the performance of 
the Bank of England which 
only became “operationally 
independent" last summer. 
Meanwhile, the permanent 
members of its Monetary 
Policy Committee (MPC) do 
not deserve all the flak they 
are receiving for voting 
a gins t an increase in UK 
short-term interest rates, 
which are already in real 
terms nearly 3 percentage 
points above those of the EU 
core countries. 

First, look at the actual 
inflation data. Producer 
prices have been virtually 
constant The government’s 
2Va per cent target rate of 
inflation in terms of ~RPIX" 
may have been hit this Jan- 
uary only by a fluke. But a 
better measure of the under- 
lying rate is what the Bank 
rails RPIY, which excludes 
the effects of taxes deliber- 
ately raised to tighten fiscal 
policy; and this has only- 
risen by 1.9 per cent. 

The case of the inflation 
hawks is based on the 
growth of the broadly 
defined money supply and 
the tighte ning of the labour 
market. The former needs to 
be watched, but has several 
times in the past proved a 



Wim Duisenberg: could 
scupper a bad idea 

distorted guide. Prof Gordon 
Pepper complains in a fasci- 
nating anecdotal account 
< Inside Thatcher's Monetar- 
ist Revolution, Institute of 
Economic Affairs) that 
monetarism - like Chris- 
tianity - has never been 
tried. But if monetarism is 
defined in a non-sectarian 
way. as an approach to 
inflation control through 
monetary policy rather than 
pay or price controls or fis- 
cal fine tuning, then it was 
not only tried but worked. 

As for the labour market 
some of us lost some of our 
friends for promoting the 
Friedman idea of a non- 
accelerating rate of unem- 
ployment - Naim - as a 
demonstration that govern- 
ments could not spend then- 
way into full employment 

Friedman has, however, 
consistently refused to offer 
his own estimate of this rate 
because he believes that it 
is far too uncertain to be 
used as a policy indicator. 
Moreover, it is liable to 
change. Both the Thatcher 
government’s union-busting 
policies and the Blair gov- 
ernment's welfare-to-work 
policies aim to lower that 
rate so that we do not need 
so much unemployment to 

Stop inflation from r unning 

away. Both US and British 
unemployment have long 
fallen well below the levels 
at which most model build- 
ers would have predicted a 



pay explosion. There has 
been a very modest UK pay 
acceleration but it is Ear 
from clear that this will be 
passed on in a highly com- 
petitive environment and in 
the face of the 25 per cent 
rise in the pound since 
August 1996. 

The Bank publishes one 
genuine market-based infla- 
tion forecast This appears 
on the last page of the Feb- 
ruary Inflation Report and 
is based on the difference 
between the yield on nomi- 
nal and index-linked gilt 
edged. The projected Infla- 
tion rate of 3 per cent in 
three years' time is indeed 
slightly too high, but has 
been coming down rapidly. 
A Bank Working Paper 
lNo.75) shows that even this 
series has overpredicted 
inflation in the past per- 
haps due to the risk pre- 
mium in gilt-edged yields. 

Look at the. Bank's con- 
ventional forecast The 
jump in inflation is expected 
only in the second half of 
1999. Even then it foresees a 
70 per cent chance that the 
inflation rate will be below 
3 Vi per cent. This puts, it 
within the margin of toler- 
ance which the chwnreTlrw- 
expressed in setting his tar- 
get and below the level at 
which the governor would 
have to write a letter of 
explanation. Anyone who 
expects to control inflation 
to the last decimal point is 
the reverse of scientific. 
Measurement problems 
make it unclear what it 
really is. let alone what it 
will be. 

When the case for raising 
interest rates is so uncer- 
tain, it is reasonable to take 
account of factors such as 
the threat to world activity 
from Asia and the more 
deflationary international 
environment These matters 
might be outside the strict 
remit of the MPC. But even 
the UK cannot ignore inter- 
national influences. 

SamueLbrittan@ft.com 
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Emb odiment of ‘Little Englander* 


From Mr B. Ginsh. 

Sir. T write to endorse 
Philip Stephens' excellent 
article on Enoch Powell 
(“The evil that men do”, Feb- 
ruary 13). As an Indian who 
grew up in Mr Powell’s Wol- 
verhampton constituency in 
the 1960s and 1970s, I too - 
have been nauseated by last 
week’s hagiography. There is 
little doubt that Mr Powell’s 
comments were largely 
responsible for the rash of 
‘TaH-bashing’’ that perme- 
ated the Midlands in particu- 
lar at that time. 

The argument advanced in 
some quarters that, in his 
notorious speech. Mr Powell 
somehow got carried away 
by his love of the classics 
and did not actually mean 
what he said simply does not 
wash: tvtc intelligence is not 
in question - he knew 
exactly what he was saying 
and must have had a good 
idea of wbat the conse- 
quences could be. 

Ironically, for all his intel- 
ligence, Mr Powell was ulti- 
mately the very pmhnriimpnt 
of the narrow-minded “little 
Englander”, a breed that, for 
all the disproportionate pub- 
licity it gets, is thankfully 
not representative of the 
British people as a whole. 

While it was not surpris- 
ing to find Tony Blair ifaing - 
up with the eulogists (it 


- seems that he will stop at 
nothing to ingratiate himself 
with Lady Thatcher), it was 
very disappointing also to 
find the likes of Tony Benn 
among their number. Per- 
haps Mr Benn empathises 
with Mr Powell because lie 
was similarly ostracised. We 
should be clear, however: 
Enoch Powell was one of the 
most unpleasant English pol- 
iticians of this century, and - 
there is no shame in saying 


B. Ginsh, 

16 Milton Avenue. 

Southall. 

Middlesex UB1 3AR.UK 

From Mr Michael Byrne. 

Sir. Congratulations to 
Philip Stephens for his excel- 
lent article on the late Enoch 
Powell. Occasional public 
events stiB cause the very 
worst aspects of the national 
character to resurface- Mr 

Powell's death, and the 
many appallingly adulatory 
commentaries which it 
prompted, was one such 
event. 

In declining to offer any 
comment. Sir Edward Heath 
seems to have been the only 
senior Tory politician who 
reacted appropriately, unlike 
his successor as Couserva- • 
five leader. And Mr Step- 
hens’ observation that the 


prime minister's own reac- 
tion can only have been born 
out of “sheer cynicism’' is 
also spot-on. 

Michael Byrne, 

24a Aimorah Road, 
Islington* London Nl, UK 

From Mr Stephen O'Brien. 

- Sir, We are fortunate - 
indeed that Enoch Powell's 

f rightening “obsession with 

racial purity” has transpired 
to be so divorced from real- 
ity. Our racial and cultural 
diversity is now a significant 
national asset and is proving 
to be a valuable incentive for 
attr ac tin g inward invest- 
' ment to London, where more 
than 200 languages are ' 
spoken. 

The boards of Delta Air 
Lines. US software services 
company Syntel and Japan 
Airlines have all opted to 
invest or expand in London 
in preference to other Euro- 
pean cities, owing to the cap- 
ital's multi-skilled and multi- 
lingual workforce, which is 
wholly in tune with the 
demands of the global 
market. 

Stephen O'Brien, 
chief executive, 

London First Centre, 
l Hobhouse Court; 

Suffolk Stree t, 

London SW1 4HH, UK . 


Be proud of history and its heroes 


From Mr Charles Llewellyn 
Palmer. 

Sir, Why does Philip ’ 
Stephens denigrate both 
Enoch Powell and the past 
he represented? He judges 
yesterday with today's val- 
ues. We should be proud of 
our past; we have contrib- 
uted a great deal to the 
world, yet belief in this 
greatness is mocked by Mr 
Stephens. 

He states that our past 
glory was “One of the ran- 
dom cycles of history” and 
he links a belief in that 
nationalist and colonialist 


history to a racist and anti- 
European present The past 
was no accident and we 
should-be proud of our heri- 
tage'. All over the world 
people look up to Britain 
because of her past We have 
given the world a great deaL 
Belief in that past gives us 
the strength and c onfi dence 
to face the future. Confront- 
ing toe past as Mr Stephens 
suggests may be politically 
correct but is wasted '• 
energy. We should be proud 
of our-history and its heroes;, 
it will help make us more at 
ease with ourselves and 


with Europe and the.singie 
currency. .. 

Charles LleweHen Palmer, 
One New Row. 
Brockhampton, 

Cheltenham GL54 5XQ. UK 

From Mr Tom Thacker. 

- Sir, Your article informs 
us that Enoch Powell’s ambi- 
tion was destroyed by its 
own arrogance. Philip 
Stephens should take note. 

Tom Thacker. 

Esmoreitlaan 3, 

B-2050 Antwerpen, Belgium 


Personal View • Gustav Ranis 


Miracles that don’t cease 



Taiwan's economy 
is alive and well. 
This has important 
lessons for its 
neighbours 


In the midst 
an the dis- 
cussion of 
Asia's finan- 
*■■■■■■■*■■•*■ cial crisis, 
there has been very little 
mention of one country: 
Taiwan. Although histori- 
cally it has been considered 
a virtually identical twin of 
South Korea, Taiwan has 
been little affected. 

Admittedly it has not been 
completely untouched by the 
contagion that has spread to 
almost all emerging coun- 
tries, including those as for 
away as Brazil and Russia. 
But its growth rate has 
remained fairly steady at 
more than 6 per cent, infla- 
tion In 1997 was less than i 
per cent, its currency has 
fallen by only 12 per cent 
over the past three months, 
and its stock market actu- 
ally rose by 8 per cent in 
1997. though it has fallen 
back somewhat in the first 
weeks of this year. 

The Taiwanese economy 
has continued to perform 
remarkably well and confi- 
dence has remained high 
even though there has been 
no International Monetary 
Fund presence (some might 
say because there has been 
no IMF presence). It has 
achieved this in the face of 
worries about sabre rattling 
by the Beijing government, 
and in spite of losses by the 
ruling party In local elec- 
tions last December. 

Contrast this with South 
Korea. There, the growth 
rate for last year is esti- 
mated at 1 per cent; inflation 
was 5 per cent and is likely 
to double in 1998; the cur- 
rency fell 80 per cent during 
the last three mouths of 1997 
and the stock market slid 42 
per cent 

Is there anything to be 
learned from the diverging 
performance of the “twins”? 
And might this shed some 
light on the fundamental 
causes of Asia's crisis, which 
the IMF. the US. and the 
commercial banks are all 
scurrying about trying to 
fix? 

The superficial answer to 
the first question is that toe ' 
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initial conditions wot differ- 
ent. Taiwan faced the onset 
of the Asian crisis with for- 
eign exchange reserves of 
$86bn, against Korea’s Srftra. 
Taiwan’s total foreign debt 
was a mere $l00m (SLibn) 
against Korea’s S230bn. But 
the deeper answer relates to 
toe sharply differentiated 
pattern of development over 
toe past 40 . years in thoco 
two “miracle" countries. 

While booming exports, 
plus extremely high savings 
and growth rates, have been 
the hallmark of four decades 
of spectacular growth in 
both cases, Korea’s invest- 
ment rate has been consider- 
ably higher - at 38 per cent 
compared with 21 per cent in 
Taiwan. 

This has been fuelled by 
much larger inflows of for- 
eign capital, mostly of the 
portfolio variety. Agriculture ' 
contributed much less to the 
national savings pool in 
Korea. Taiwan's agricultural 
labour productivity grew at 
twice toe rate of Korea dur- 
ing the 1960s and 1970s. bol- 
stered .by a decentralised 
formers’ association which 
spread innovation into nan- 
agricultural .activities- in 
rural areas. “Chimneys in 
the countryside” became the 
watchword. In Korea, where 
development was concen- •: 
Crated in big cities and was 
shaped by the early import 
of capital-intensive foreign 

technology. . 

The- consequence was -an 
oligopolistic industrial struc- 
ture. in which the chaebols <. 
(conglomerates) were In bed 
with the government. They 
came to dominate the econ- 
omy thanks to subsidised. 


government-directed, and 
implicitly government-guar- 
anteed, bank loans. 

In -Taiwan, by . contrast, 
industrialisation “was from 
the outset much more decen- 
tralised and rural -orien ted. 
The economy is . dominated 
by small and medium-sized 
companies. It. is more labour 
intensive (and hence gener- 
ates more employment) and 
is subject to the throat of 
bankruptcy. • 

Directed, credit, or crony 
capitalism, . has by .ho means 
been absent in Taiwan, but 
it Is much less •' pronounced. 
In general, toe allocation of 
resources is left more to toe 
markets. Foreign capital' was 
accepted cautiously. Direct, 
foreign investment out-’ 
weighed the' more footloose 
portfolio kind 
Consequently, Taiwan’s 
reliance on forejjpi savings 
has amounted to less than lO 
per cent of total Investment 
over the past four decades in 
sharp contrast to go per cent 

Productivity . ■* 
increases in 
Taiwan’s industry 
have been 
substantially 
bi^erthanin 
Korea's over . 
several 
decades : - 


for Korea. Manufacturing 
debt/equity ratios are esti- 
mated at 87 per cent in 
- Taiwan, and at a massive 300 
per cent in Korea. Productiv- 
tty incr eases in Taiwan's 
. - industry have been, substan- 
tially higher than in Korea’s 
over several decades. And 
-with medium and small- 
scale companies the order of 
t he day, labour relations 
have been less militant and 
labour markets significantly 
more flexible. 

All these .features stood 
.-.the Taiwanese in good stead 
as turmoil began to engulf 
Asia; Currency traders were 
unw illing to bet against a 
currency backed by $86bn of 
• reserves.- The foreign ' debt 
was miniscule. And Taiwan 
had relatively few companies 
that had overbotrowed as a 
result of cheap official credit 
\or protection' against bank- 
ruptcy. 

This is a reminder to those 

tempted to over-react to 
Asia’s crisis that the conti- 
nent’s “miracle" is not a 
mirage and that East growth 
can come from thmg s other 
than government meddling 
and soft loans. . 

In Taiwan, as aix Hong 
Kong and to some extent 
Singapore, high rates of 
growth have been achieved 
not via Japanese-style keir- 
etsu and cronyism but as the 
result of a rational: risk-tak- 
ing investment allocation. In 
thinking about how. to 
rebuild in. Asia, the Taiwan- 
ese example might be a good 
place to start. “ ' 

The author is Frank Altschul 
‘professor of International' 
Econandip atyiale tJhhersity 










7 








nts 

ief 


■m 


faii 


. rr:»rir> 


financial mus Thursday February 19 1998 


financial times 


Number One Southwark Bridge, . London SE1 9HL 
Tet +44 171 -873-3000 Telex: 922186 Fax: +44 171-407 5700 


13 


COMMENT & ANALYSIS 


Thursday February 19 1998 



It is to be assumed as well as 
hoped that Kofi. Annan, the UN 
secretary-general, is going to 
Baghdad with some degree of 
flexibility to get a diplomatic 
solution to the crisis over UN 
weapons Inspectors from Sad- 
dam Hussein. If his trip is 
merely to deliver an ultimatum, 
the telephone would suffice. 
This is bound to be the last 
chance to avoid the bombard- 
ment of Iraq by the American 
and British armada in the. Gulf. 

There is suspicion that the US 
and UK regard die Annan -mis- 
sion as purely demonstrative - 
to show that they have 
exhausted the diplomatic pro- 
cess before proceeding to war. if 
so, it will not be that easy. 
Almost certainly, Mr Saddam 
will agree to a large part - but 
not all - of what is demanded of 
h i m , and try to wrong-foot the 
US, forcing, it to justify - air- 
strikes that virtually all. Arab 
leaders believe wiD be a politi- 
cal as well as human disaster. 

As Washington knows, bomb- 
ing Iraq is most unlik ely to 
weaken appreciably. Baghdad's 
ability to develop biological and 
chemical weapons. Nor does air 
power stand much chance, of 
removing Mr Saddam himself 
What a new assault an Iraq is 
much more likely to do is ignite- 
the Arab world in anti- 
American and anti-Israeli fury. 

At the same time, nobody, in 
or outside the .Middle Bast, 
doubts that the Iraqi despot is 
dangerous, and cannot he 
allowed to manufacture or 
deploy weapons of mass 
destruction. Very possibly, Mr 
Saddam will never fully comply 
with Unscom, the UN inspectors 
charged with dismantling all 
such weapons. But the-UN can- 
not proceed on that assumption. . 


It . must - spell out- that ---the 
inspection process is designed 
to get sanctions lifted on Iraq if 
it complies with UN resolutions. 
Above all, the US min^t m a ke 
cl e ar it has abandoned its posi- 
tion that the embargo should 
stay, until Mr Saddam goes. 
However-, desirable his removal 
may be, tying it to sanctions 
has no basis In international 
law - and anyway the c u r rent. 
measures . are too blunt an 
instrument to secure that goal. 

Unscom's access to all suspect 
facilities should indeed be unfet- 
tered, and carried out by techni- 
cally competent people. But 
these essential demands can be 
packaged with face-saving wrap- 
ping:, certain diplomatic niceties 
to be observed while Inspec tin g 
“presidential" sites, and an 
effort to broaden tbe composi- 
tion of inspection teams. 

The crunch . will come over 
Iraq's unacceptable. demands for 
a time limit on inspections.. Mr 
Saddam should be told- that, if 
he complies, the .UN is willing 
to try to complete its audit 
speedily, and that, if Iraq is 
clean, the UN guarantees - with 
unequivocal backing from 
Washington - that sanctions 
will be lifted. 

If Mr Annan is able to offer 
tins, and the Iraqi leader com> 
mits himself, then there be 
a deal, and the UN Security 
Council will have to ensure that 
both sides of It are kept. But if 
Mr Saddam refuses, the respon- 
sibility far what happens next 
wifi be hfealano. \ 

Air strikes wifi not solve this 
problem. But if the Iraqi regime 
will not strike such a deal then 
the onus will fall on those, 
opposed to. bombardment to 
come up with alternatives to 
farce Mr Saddam tri comply . 


Wake-up call 


It's tough in British . retail 
banking. Excess capacity in the 
high street; new . competition . 
from retailers like Salisbury's, 
ferocious competition from US 
banks in plastic cards, popular - 
but profitless telephone banking 
- hearing this oft-repeated lit- 
any almost makes one sorry far 
the oft-restructured inhabitants 
of marbled halls. 

Yet the banks' results sit 
oddly with this bankerly angst 
Special charges for investment 
banking blunders cannot dis- 
guise the extraordinary profit- 
ability of consumer and small 
business accounts. The absence 
of blunders at Lloyds-TSB 
makes it all the more 
apparent 

Competition works in strange 
ways in banking. Interest rates 
cm credit cards have, at times, 
exceeded 100 per cent Despite 
increased competition, Barclay- 
card can still- charge nearly 23 


per cent interest while extract- 
ing a fee, which the Americans 
eschew. Some retailers . known 
for a value far money approach 
have abandoned their principles 
an entering financial services. 

There Is genuine competition 
in the market , for new mort- 
gages, but faulted competition 
in the secondary market And 
Tending margins more generally 
reflect a poor historic bad debt 
experience which may not be 
repeated in the present disinfla- 
tionary cycle. 

Bank customers axe notori- 
ously prone to' inertia, espe- 
cially where high interest is lev- 
ied on small absolute sums. But 
a shareholder value-based 
approach which is rooted in rip- 
ping off the customer would in 
most other businesses be dan- 
gerously ahort-termist In finan- 
cial services it will remain 
undangerous, if unattractive, 
until the customers wake up. 


Bye-bye, MAI? 


When leading industrialised 
economies set out in 1995 to for- 
mulate binding rules for the 
treatment of foreign invest- 
ment, they hailed the endeavour 
as a blueprint for global eco- 
nomic governance. But two 
months before the deadline for 
concluding a Multilateral Agree- 
ment on Investment (MAD, the 
exercise is starting to look like 
an embarrassing impasse. 

Intensive negotiations, in the 
Organisation for Economic 
Cooperation and Development, 
have failed to produce consen- 
sus chi important elements of an 
accord. Indeed, they have high- 
lighted wide differences 
between, governments. That is 
in spite of attempts to achieve 
harmony by jettisoning many of 
the bolder initial aims. 

The US, which initiated the 
tfliirg, says not enough progress 
has been made for it to endorse 
a draft agreement in April, as 
p lann ed. Other countries sus- 
pect Washington is really seek- 
ing a pretext to consign the 
project to limbo. It is in any 
pass uncertain that much will 
be gained by persevering with 
it. Instead. OECD members 
would do better to ask them- 
selves what has gone wrong. 

It has never been dear what 
purpose the MAI was supposed 
to serve. It was orlginafiy con-, 
ceived as an Instrument for 
strengthening legal protection 
of foreign investments ana 
removing market barriers. But 
these issues scarcely create 
such problems between . rich 
countries as to demand quite so 
elaborate a solution. 

OECD members insisted their 
real aim: was to safeguard 
investments in developing coun- 
tries. Quite why the latter 
should queue up to sign an 


agreement they had no part in 
negotiating was never 
explained: many reacted by 
branding the talks an exercise 
in neo-imperialism. Further- 
more, efforts to equip the MAI 
with tough disciplines have 
backfired. 

The -agreement would 
empower private investors to 
exact compensation from for- 
eign governments which expro- 
priated their assets. The idea 
was inspired by the US, which 
mistrusts developing countries' 
judicial systems. However, the 
US has now realised that for- 
eign companies could also use 
the mechanism to sue its own 
state and local authorities in 
disputes over issues such as 
land-use regulations; 

Liberalisation efforts have 
-flioii fallen victim to myopia. 
OECD members believed the 
MAI would enable them to 
grant each others’ investors 
preferential market access. But 
they abandoned such ambitions 
after discovering, belatedly, that 
ihilure to extend liberalisation 
benefits automatically to all 
countries would violate global 
trade rules. 

. The record does not support 
industrialised countries- insis- 
tence that investment, rules 
could be agreed more easily in 
the OECD than in the World 
Trade Organisation. Negotiating 
efforts should now focus cm the 
latter body, which has recently 
begun to discuss the issue. 

But there need be no hurry. 
Fierce worldwide, competition 
for capital means that countries 
which discriminate unfairly 
against foreign investors risk 
severe market sanctions. That is 
a powerful incentive far host 
governments to stick to the 
straight and narrow- 


Looking down a barrel 


Oil prices have sunk to a four-year low even as tension mounts 
in the Gulf. Robert Corzine seeks an explanation 


I n the two weeks before the 
Gulf war. started in Janu- 
ary 1991, the oil price rose 
$8 a barrel to $32. Six 
months before the war 
' started, the price had been only 
-half that, $16. Now, things are 
dramatically . different. Yesterday 
Brent Blend, the North Sea crude 
that serves as an international 
price bellwether, fell to its lowest 
point in nearly four years: £1422. 
It has declined by a third since 
October. 

Prices are. so weak that many 
believe a US air offensive against 
Baghdad might add merely a dol- 
lar or so to the price, and even 
then it might only be a blip. 
Some fear the bottom may still 
not be in sight. So what has 
changed, in the oil business? And 
how profound is the transforma- 
tion? 

This year's price fall began Last 
November, when Saudi Arabia 
orchestrated a 10 per cent rise in 
Opec's production ceiling just as 
the true dimensions of the Asian 
currency crisis became dear. 

But the. pressure on oil prices 
had been building for several 
months. “It was the physicals 
that destroyed the market, not 
Opec,” says Robert Mabro, direc- 
tor of the Oxford Institute for 
Energy Studies. "In October tbe 
world produced 3m b/d more 
than in the same mouth in 1996." 

There are four short-term 
explanations for this year’s fall: 

• Asia. Many Aslan refiners, 
reeling from sharp fells in the 
value of their domestic curren- 
cies and preparing for an eco- 
nomic slowdown, stopped buying 
US dollar-denominated crude in 
the final quarter of last year. 
"Tbe Asians simply started emp- 
tying their storage tanks instead 
of buying," says Mr Mabro. 

The eventual impact of the 
Asian slowdown on oil demand is 
still unclear, Tom Manning, an 
expert at ofl - consultants Purvin 
and Gertz in Houston, believes 
Asian demand will be reduced 
this year by 800,000- lm b/d. Royal 
Dutch/Shell, the Anglo- Dutch ofl 
group with extensive interests in 
the region, predicts "a check, but 
not' .a reversal" in Asian oil 
demand growth. Either way, ft is 
much weaker than it was. 

• The weather. The mild north- 
ern winter has cut demand far 
fuel oil and diesel used for heat- 
ing: yesterday the gas oil (diesel) 
futures contract on London's - 
International Petroleum 
Exchange , hit an eight-year low. . 
This has left stocks of crude oil 
at seasonally high levels. 

• Iraq. If there is a diplomatic 
settlement - or a post-bombing 
one - then Iraq's bottled up 
exports, might not just rise, but 
could more than double under a 
much-expanded oil-for-food pro- 
posal being debated this week in 
the UN Security Council. 

• New projects. Last year, a 
range of one-off technical prob- 
lems and a shortage of drilling 
rigs delayed many new projects 
in non-Op ec countries. These 
technical bottlenecks are being 
eased. Although the low oil price 
will cause some high-cost produc- 
tion in the US and elsewhere to 
be shut down, it is unlikely to 
have much effect on projects 
nearrng completion, as many can 
cover their operating costs with 
prices as low as $5 or so. 

AH these factors help explain 
why prices are weak at the 
moment. 

But they do not capture the more 
profound transformation affect - 
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Asia Pacific 
108 % 



ing the oil business. For the oil 
price is not merely low compared 
with 1991. In real terms, it is only 
a little higher than at the time of 
the first Opec oil shock in 1974. A 
comparison between that period 
and today is instructive. 

Then, as now, there had been a 
long period of rising demand for 


oil on the back of strong world 
growth (last year, for instance, 
the US, the world's single biggest 
oil market, imported a record 
10m barrels of crude a day, a 7J2 
per cent rise over 1996). Now, as 
then, Saudi Arabia thinks that 
importers do not appreciate the 
role it plays in the world econ- 


omy: it alone has enough spare 
capacity to cushion the world 
against disruption in another 
large producer tsee below). Then, 
a shift in the political tectonic 
plates of the Middle East made 
possible a dramatic price 
increase; today, such a political 
shift would not be out of tbe 


Riddle in the sands 


I f Saudi Arabia turned off the 
taps tomorrow, the US would 
invade. If it turned them on 
full blast, Iran would invade. 

That, crudely, is the view of 
the world’s oil industry. And 
these are the twin nightmares 
between which Saudi oQ policy 
tosses and turns. 

Saudi Arabia produces 8.7m 
barrels a day. It could easily pro- 
duce a fifth as much again. Tbe 
marginal cost of an extra barrel 
is dose to zero. 

So what determines the king- 
dom's oil policy? Economic 
self-interest, regional politics, 
the strategic relationship with 
the US, the cash needs of a huge 
royal family, tbe commercial 
aspirations of Sandi Aramco, the 
state ofl company, and the need 
to maintain oil's role in tbe 
global energy mix all play a 
part So do tbe personal opinions 
and prejudices of the ailing King 
Fahd and other senior royals. 

With prices plummeting, oil- 
men have turned to Riyadh In 


the hope it will cut its output to 
push prices up. They say Saudi 
Arabia's standing in the oil 
industry is such that if it 
reduced output below 8.7m b/d. 
world prices would rise, even if 
there w ore still an overall sur- 
plus. That would be tantamount 
to Saudi Arabia becoming the 
world's swing producer, a role it 
rejected in 1986 and which it is 
loath to reassnme. 

Some commentators believe 
Riyadh will not long be able to 
withstand the financial pain of 
current low prices. Natwest Mar- 
kets estimates that Saudi reve- 
nues are running at Slbn a 
month below last year's levels at 
current oil prices. It believes 
financial pressures will eventu- 
ally force Riyadh to cut output 
unilaterally. 

But much depends on tbe 
interpretation of what lay 
behind Saudi Arabia's decision 
to orchestrate a 10 per cent rise 
in Opec’s production ceiling last 
November. 


Some think the Saudi decision 
was taken months before tbe 
Asian crisis became apparent, 
but that limited access to the ail- 
ing king made it impossible for 
technocrats to secure royal 
assent to a policy reversal. Oth- 
ers say it was the opening gam- 
bit in a Sandi strategy to punish 
Opec quota busters, snch as 
Venezuela. Officials in Caracas 
boast they will raise ontpnt this 
year from 3.2m b/d to 3.6m b/d, 
more than lm b/d above its Opec 
quota. Much to Saudi annoyance 
and expense, Venezuela has 
boosted its market share in the 
US, a market that Saudi Arabia 
cannot afford to lose. 

John D Rockefeller, the 
founder of the Standard Oil 
empire in the US, had a way of 
dealing with competitors who 
annoyed him. He would orches- 
trate a price collapse to give 
them "a good sweating". If that 
is Saudi Arabia's endgame, it 
raises the question of how long 
it can stand the heat 
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Trouble it) 
Stpra 

■ Bo Berggren, senior ; 
.lieutenant of Sweden’s powerful 
Wallenberg indratrjal empire, ' 

• haft finally walked from the 
chairmanship of forestry group 
: StorjuForwe^iai^^ small 
shareholders have been 
'demanding htk head, ever since . 

. if emerged that he strapped a 

SfolSm (t£2n& golden . . 

: paradauto.cna to outgoing chief . 
executiveLafs-Ake Hdgesson; 

- Jlerggreii initially insisted that 
; Jfelgessan was quitting . - 

- vtdnntarily^ which would ' 

•; nonnally preclude a severance 
- : payqtft- -but later said ; 
Helgesson felt foroed tdleatie 
: because of . difficulties in. 
^co-<®eratf^wIth Berggren. 

■ So did the fhflirrnajn fall on hia 
' swHd orwafl hepushed?.; .. . 
.Certainly, the pubBc furore over 
executive pay has embarrassed 
the W iiiTgnb erg domain, and his 
. patricianmanner hasn't helped: 
one newspaper has dubbed him 
/ Torid of the. manor". Investor; -. 
'chairman Percy Bamevik has . 

. (fon^iciiously refiised to come to 
;his rescue.acknowledgiog 
Yesterday. timi “errcn^ r had been 
eommitied atStora. 

- < T’beri agaihiBamevik spoke 
•warmly of Berggren’-slong • 
yfeiTi^ he , 

Yv fenngd . 

probably Just as .well. 


Be keeps his directorships of 
Investor and Ericsson, another 
Wallenberg outfit and remains 
chairman of drugs group Astra 
and airline SAS, where tbe 
Wallenbergs have plenty of 
clout. 

And if 61-year -dd Borggren 

needs further cheering up, he 
can ponder the SKr3.5tD pension 
he’ll be drawing from from Stora 
until 2001, reducing to SKrl5m 
far the rest of bis life. 


Card players 

■ Now that £d Jensen is 
stepping down as Visa 
. International chief executive to 
spend more time in the inner 
- cities, wbowfll take over the 
. helm of the world's biggest 
financial services brand? 

- Among internal candidates. 
Carl Pascarella, the combative 
head of Visa USA, the biggest 
division, looks a strong 
contender. But Jensen is 
stressing that Visa will also look 
outside - under his tenure. Visa 
. has recruited marketing 
executives from Coca-Cola and 
technology specialists from 
high-tech companies to broaden 
Its. expertise. 

. Jensen says his successor 
should have experience - 
managing a multinational, and 

my n rafring in rfjffAWHt CUltUTES, 

experience in financial services, 
and ideally knowledge of brand 
.management and systems. 


Few companies offer the 
chance to build such a CV : one 
of tbe few is Citicorp- which 
issues more Visa cards titan any 
other bank, markets its brand 
aggressively, and has Operations 
in more than 90 countries. 

. Headhunters routinely mine 
Citi for talent Last year 
MasterCard also faced a sudden 
succession issue, and picked 
career Citibanker Robert 
Selander as chief executive. So 
will Visa follow its biggest rival? 
Watch this space. 


Party time 


■ The return to tbe Italian 
political stage yesterday of 
ex-president Francesco Cossiga - 
leading the new Democratic 
Union for the Republic (UDR) - 
has triggered speculation about 
whether the one-time Christian 
Democrat can resuscitate the 
movement that ran Italy for 
more than 40 years before being 
buried in corruption allegations 
in the early 1990s. 

The UDR is the latest in a 
flowering of new political parties 
in recent weeks - even seasoned 
Ital y-watchers are having a 
tough time keeping track. 

There's the DS, an umbrella 
far the centre-left parties in the 
governing coalition, and the SDI 
. involving some ex-members of 
Bettlno Craxi's socialist party 
that ran Italy in the 1980s before 
succumbing to the same tide of 


corruption scandals. The PS led 
by ex foreign minister Gianni de 
Michelis wants to remain. loyal 
to Craxu so it has stayed out of 
tbe SDL 

The new MID is close - but 
apparently not close enough - to 
foreign minister Lamberto D ini's 
Italian Renewal, and finally 
there’s the MDC, soon to be 
launched by Antonio di Pietro, 
the former Milan magistrate. 

In all. there are some 23 
parties and coalitions: you can 
hardly blame Cossiga if he harks 
back to the old days when the 
Christian Democrats ran 
everything. 


Webbed feat 

■ Like everyone else these days, 
even that traditional bastion of 
technophobia the US Congress 
seems to be finding the Internet 
essential. A new study shows 
that the vast majority of 
Congressional offices are fully 
wired and nearly 60 per cent of 
politicians know a thing or two 
about the world wide web. 
Curiously, the senate seems to 
be more internet-friendly than 
these wbippersnappers in the 
House of Representatives. 

Apparently Republicans surf 
the web more than Democrats - 
not the best omen for tech-loving 
vice-president A1 Gore as he 
limbers up to win his party’s 
nomination for the 2000 
presidential race. 


question In the aftermath of air 
strikes against Iraq. 

At first glance, these similari- 
ties might be used to suggest the 
world is passing through an arti- 
ficial period of cheap oil that will 
be followed later by a substantial 
price hike. But against these sim- 
ilarities, there must be placed 
bigger differences. 

In the 1970s, there was a per- 
ception that the world might run 
out of oil without having discov- 
ered an alternative fuel source. 
Over the past 20 years, technolog- 
ical advances have helped compa- 
nies discover new fields and 
improve recovery rates, often at 
low costs. Hence the low 
break-even point of the finds 
coming on stream this year. 

It is true that the ratio of world 
oil reserves to current production 
now stands at only 40 years. But 
natural gas has emerged as an 
alternative to oil for many uses, 
such as power generation. Gas 
may be less flexible than oil 
(because it needs an expensive 
infrastructure to move it to mar- 
ket) but the ratio of reserves to 
current production is 60 years. 

Other alternative energy 
sources are also emerging. 
Although low oil prices will deter 
the spread of some alternative 
technologies, environmental and 
political factors favour their con- 
tinued development; some in the 
industry expect renewable tech- 
nologies to account for half the 
world's energy demand by 2050. 

High fuel taxes and various 
environmental incentives will 
also blunt the impact of lower oil 
prices on consumption. Because 
of these, the raw material price of 
oil plays a relatively small part 
in consumer behaviour, so 
demand will not necessarily rise 
sharply as prices fall. 

The attitude of Opec countries 
to foreign companies also differs 
markedly now from what it was 
in the 1970s. Then, Opec coun- 
tries were busy kicking out the 
west's leading oil companies, 
then known as the "seven sis- 
ters". Today all but Saudi Arabia 
are chasing after billions of dol- 
lars in foreign investment 

Some analysts have suggested 
that the Saudis might be trying 
to deter such investment by driv- 
ing prices lower. Certainly the 
more expensive projects in both 
Opec and non-Opec countries 
look uneconomic in light of pres- 
ent prices. But it will take a pro- 
longed period of low prices to 
strangle new investment 

There is no consensus about 
whether oil prices will stay low, 
or whether they will rebound 
later in the year. Last night 
Saudi Arabia signalled that it 
welcomed “any concerted efforts 
by Opec to bring back stability to 
the ofl market”. That could pave 
the way far a reduction in Opec 
output that could push prices up 
again. 

But barring any breakthrough 
within Opec, the fundamentals 
remain gloomy, at least for 1998. 
"As for oil prices this year there’s 
not much good news in the back- 
ground," says Mark Moody- 
Stuart, chairman of Shell Trans- 
port and Trading, the UK arm of 
Royal/Dutcb Shell 

In recent days many analysts 
have cut their oil price predic- 
tions for the year. The majority 
fall in a 81+318 range. More pessi- 
mistic commentators warn that. 
If Opec does not make room for 
additional Iraqi oil, the price 
could slide to slide to single dig- 
its 
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100 years ago 

United States And Canada 
Ottawa. 18th Feb. The 
information received here 
from Washington is such as to 
allay the suspicions of the 
Government that any 
regulations interfering with 
the practicability of the 
Stickeen River route will be 
enforced by the American 
Government. The Dominion 
Government is disposed to 
think that treaty rights are 
sufficiently strong to protect 
Canadian interests, and the 
most that can happen is that 
it will be necessary to 
tranship at Fort Simpson Into 
suitable barges and tow up 
tbe Stickeen River to 
Telegraph Creek. 

50 years ago 

African Francs 
Paris, Feb. 18. As expected, 
the Cabinet has decided to 
maintain the devalued rate 
for the various francs of 
French Africa in spite of the 
National Assembly's motion 
asking that devaluation be 
cancelled for those areas. At 
the devaluation, December 
1945, different rates were 
established for all colonies for 
the first time, except North 
Africa. This time the 
devaluation applies uniformly 
to all French territory except 
tbe Pacific and the Far East 
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Air quality vote ‘could Americans 

n J i.ii. in drive to 

cost oil sector billions stress the 

By Neil Buckley package. the original, less stringent, dilll^erS Of 

in Strasbourg Members of the European proposals from the European - 

Parliament hailed the vote as a Commission, the EU’s Brus- VArj H ynffA 
Europe's oil industry warned victory for consumers, who sels-based executive. 


By Neil Buckley 
in Strasbourg 

Europe's oil industry warned 
yesterday it could face billions 
of dollars of extra costs after 
the European Parliament over- 
whelmingly backed tougher 
European Union targets on air 
quality. 

Members voted for emission 
standards about 25 per cent 
tougher than those agreed by 
minis ters, and for the indica- 
tive standards set for 2005 to 
be made mandatory. They also 
backed car engine improve- 
ments beyond those demanded 
by ministers. 

The vote will trigger months 
of wrangling between the par- 
liament and EU m inis ters - 
who agreed on less stringent 
targets for car emissions last 
s umm er - over the final shape 
of one of the EU's most impor- 
tant pieces of environmental 
legislation. Whatever the out- 
come the solution is bound to 
be tougher than last year’s 

Kohl woos 
Britain 

Continued from Page 1 

that the EU would make “good 
progress” in the UK's present 
six-month presidency. He was 
“quite sure” the punctual 
launch of the euro would 
improve investment and 
employment in Europe and 
strengthen its position in 
global markets. 

The nearest he came to 
encouraging the UK to join the 
single currency was to suggest 
that the City had “long since 
accepted this tremendous 
change”. 

The speech, in German and 
translated simultaneously, did 
not refer directly to this centu- 
ry’s two world wars. Instead, it 
highlighted Britain's role as a 
refuge for victims of tyranny, 
and the support of the UK for 
German democracy since 1945. 

Volvo talks 

Continued from Page 1 

venture with Japan Mitsubishi 
Motors. 

Strong profitability in cars 
helped Volvo to lift full-year 
operating profits from 
SKrt.7bn to SKrS.-ibn. Turn- 
over rose from SKr 156.1 bn to 
SKrl83.6bn. However, pre-tax 
profits slipped from 5Krl4.2bn 
to SKrl3J2bn, reflecting a non- 
recurring gain in 1996 from 
non-core disposals. 

Leif Johansson. Volvo chief 
executive, noted sales and 
earnings had improved in all 
operating divisions. 

Volvo’s most-traded B 
shares shed SKr7.50 to close at 
SKr227.50. Analysts said the 
drop reflected disappointment 
Volvo had not confirmed spec- 
ulation of a share buy-back. 


package. 

Members of the European 
Parliament bailed the vote as a 
victory for consumers, who 
would benefit from improved 
health and quality of life. They 
said the oil and car industries 
would be able to pass on most 
of the costs to motorists, esti- 
mating extra expense to a car 
user driving an average 12,600 
miles a year at only Ecus to 
Ecu8 (.$4.60 to $7.40) a year. 

“The war is not won yet, but 
this is a marveDous victory in 
the latest battle." said David 
Bowe, a British Labour mem- 
ber of the parliament. 

Europia. the oil industry 
lobby group, said the vote was 
a “recipe for legislation based 
on preconceived ideas rather 
than facts”. It added: "[Mem- 
bers of the European Parlia- 
ment] have listened to the 
calls of extremists and ignored 
the voice of reason." Parlia- 
ment's plans would improve 
air quality by only 1 per cent 
but cost five times as much as 


the original, less stringent, 
proposals from the European 
Commission, the EU’S Brus- 
sels-based executive. 

Acea, the European vehicle 
manufacturers' organisation, 
said car manufacturers would 
find It extremely difficult to 
meet tougher emissions stan- 
dards by 2000 because they had 
already drawn up their invest- 
ment and production plana. 

The EU’s so-called “auto-oil" 
programme calls for parallel 
action by both carmakers and 
oil refiners to cut harmful 
exhaust emissions. 

Environment ministers 
agreed a common position last 
June that was slightly more 
ambitious than the Commis- 
sion's original plans. It 
included mandatory standards 
for cuts in harmful exhaust 
gases by 2000, through 
improvements in fuel and car 
engine technology, with “indic- 
ative” targets for 2005. 

Riddle in the sands. Page 13 


Hong Kong unveils 
$13bn tax cuts 


By John Ridding in Hong Kong 

Hong Kong is to make tax cuts 
worth almost HKSlOObn 
(.$l3bn) over the next four 
years, including a reduction in 
corporate profits tax. to ease 
the pain of the Asian economic 
crisis and sharpen the territo- 
ry's competitiveness. 

Announcing Hong Kong's 
first post-colonial budget. Don- 
ald Tsang. the financial secre- 
tary. said yesterday the tax 
concessions would not 
threaten the territory's finan- 
cial strength. He forecast fiscal 
reserves would total 
HK$445.6bn at the end of 
March and would rise to 
HK$527bn by 2002. 

Investors reacted positively 
to the budget, with the bench- 
mark Hang Seng share index 
closing more than 4 per cent 
higher. Property stocks were 
among the biggest gainers, 
lifted by measures to provide 
tax relief on mortgages and 
other concessions to middle-in- 
come homeowners. 

While Hong Kong has fared 
better than many Asian econo- 
mies. a sustained rise in inter- 
est rates to defend its currency 
has prompted a sharp eco- 
nomic downturn. Property, 
retailing and tourism have 
been hit particularly hard. 

Warning of the continued 
impact of the regional crisis. 
Mr Tsang predicted economic 
growth would fall from 5.2 per 
cent last year to 3.5 per cent 
and that unemployment would 
rise. But he sought to distance 
Hong Kong from regional econ- 
omies hit by financial crises. 

“We are in Asia, but Asia 
with a difference." he said. 
“We own a truly free market, a 
modern resilient economy. 


Hong Kong 


Hang Seng index 
18.000 




Some PWW TWCV 

able to evolve rapidly." He 
rejected the idea that Hong 
Kong might devalue to restore 
its competitiveness and dis- 
missed suggestions that the 
currency peg to the US dollar 
should be altered. 

“The uncertainty that would 
be caused by a change in our 
exchange rate regime could 
destroy public confidence in 
the monetary system," he said. 
“That would fatally damage 
Hong Kong as the leading 
financial centre in the region." 

Dong Tao. senior regional 
economist at Credit Suisse 
First Boston, said: “It was a 
pretty positive budget." Mr 
Tsang had struck a balance 
between concerns of interna- | 
tional investors and demands 
of the Hong Kong public. 

Business associations were 
pleased by the reduction in 
profits tax from 16.5 per cent 
to 16 per cent, and the strug- 
gling tourist industry wel- 
comed a cut in airport tax 
from HKS100 to HKS50. 

See Lex 
Currencies. Page 23 


FT WEATHER GUIDE 


Europe today 

Much of Scandinavia will have 
snow showers, some of them 
becoming quite heavy, but the 
south and the Baltic states will be 
milder with outbreaks of rain. 

Snow in eastern Europe will turn to 
rain before clearing. Most of the 
continent will stay dry with light 
winds. Many areas wHl have dawn 
fog patches, which may be slow to 
clear around the Alps, but most 
places will see some sunshine. 
North-western Europe will be 
cloudier wtth spells of rain. The 
extreme south-east of the Mediter- 
ranean will be cod with showers. 

Five-day forecast 

Southern Scandinavia will have 

further rain, with snow in the north. 
Much of Europe will be dry with 
sunny spells after early morning 
fog patches, although some may 
be slow to clear from central areas. 
On Saturday and Sunday, 

however, a band of rain in the 
north-west will gradually move 
across, and the Alps will have 
snow, 
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TODAY’S TEMPERATURES 


Situation at /rtottay. Tempers rues mexanun far day. AsrasaRT by PA WeattterCtrJm 


Abu Dhabi 

Accra 

Algiers 

Amsterdam 

Athens 

Atlanta 

9. Aw 

Sham 

Bangkok 

Barcelona 


Maximum 
Celsius 
Sun 20 
Son 34 
Sun 21 
Fair 10 
Fair 12 
Fair 17 
Cloudy 27 
Cloudy 11 
Sun 36 
FeV 17 


Beijing 

Belfast 

Belgrade 

Beitn 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

C-hagen 

Cairo 

Caracas 


Cloudy 9 
Cloudy 10 
Sun 11 
Fair 9 
Fair 23 
Fair 22 
Sun 29 
Fair 9 
Fair S 
Cloudy 7 
Shower 20 
5un 31 


Cardiff 

Casablanca 

Chicago 

Cologne 

Dakar 

Dallas 

DeW 

Dubai 

Dublin 

Dubrovnik 

Edinburgh 

Faro 


Cloudy 10 
Fair 21 
Rain S 
Fair 10 
Sun 28 
Fair 19 
Sun 27 
Sun 24 
Fair 11 
Sun 16 
Fair 11 

Fa* 20 


We can't change the weather. But we can 
always take you where you want to go. 


Lufthansa 


FraNdurt 

Geneva 

Gibraltar 

Glasgow 

Hamburg 

Helsinki 

Hong Kong 

Honolulu 

Istanbul 

Jakarta 

Jersey 

Joh'nesburg 

Karachi 

Kuwait 

L Angelo* 

Las Palmas 

Uma 

Usher 

London 

LuJtbourg 

Lyon 

Madeira 


Cloudy 9 
Fair 12 
Far IB 
0=112 
Cloudy 9 
Par. 6 
Shower 22 
Fa* 28 
Fair 7 
Sh=wer31 
Cloudy 11 
Cloudy 19 
Sun 28 
Sun 18 
Fair 18 
Fair 25 
Fair 20 
Fair 16 
Fa/ 13 
Cloudy i 
Fair 15 
Far 20 


Madrid 

Majorca 

Malta 

Manchester 

Manila 

Melbourne 

MacsoClty 

Miami 

Milan 

Montreal 

Moscow 

Munich 

Nairobi 

Naples 

Nassau 

New York 

Nice 

Nicosia 

Oslo 

Pahs 

Perth 

Prague 


Fan 15 
Fair 17 
Fair 16 
Cloudy 11 
Fair 32 
Far 25 
Sun 25 
Sun 29 
Fair 16 
Snow 0 
Sleet 3 
Fair 10 
Fair 26 
Sun 15 
Sim 28 
Shower 10 
Sun 18 
Sun 15 
Shower 7 
Ftir M 
Sun 33 
Fair 7 


Rangoon 

Reykjavik 

Rio 

Rome 

S. Frseo 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

Tel Aviv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Warsaw 

Washington 

WeWngtart 

Winnipeg 

Zurich 


Sun 32 
Sleet 3 
Fair 30 
Sun 15 
Rain 15 
Fair 15 
Fair 32 
Shower 7 
Fair 11 
Sun 28 
Fab- 20 
Shower 16 
Sun 12 
Rain 5 
Cloudy if 
Sun 12 
Fair 11 
Drz2f 8 
Fair 14 
Fair 22 
Cloudy 2 
Fair 11 
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Capital gain 


By Gerard Baker 
in Washington 

Road rage has become so 
common in the US that the 
American Automobile Associ- 
ation has resorted to the sci- 
ence of anger management to 
encourage drivers to behave 
more calmly. 

The AAA yesterday 
launched its biggest campaign 
yet to combat “violent aggres- 
sive driving'', as they term tt, 
which has killed more than 
200 Americans in the past few 
years. 

The AAA says there were 
10,037 reported road rage inci- 
dents in the US between 1990 
and 1996, and the number of 
such incidents is rising at a 
rate of more than 7 per cent 
per year. In addition to the 
218 killed as a result of vio- 
lent driving encounters, 
12,610 were injured. 

The publicity drive features 
radio commercials that lam- 
poon aggressive drivers. The 
AAA hopes people will listen 
to them in their cars and see 
the futility of an aggressive 
response to the behaviour of 
other motorists. Hundreds of 
thousands of booklets have 
been sent to members contain- 
ing guidance from experts 
with tips on “behaviour modi- 
fication techniques” for those 
inclined to road rage. 

Drivers will also be given 
advice by reformed road 
ragers on how to overcome 
; their anger. 

David Willis, AAA presi- 
i dent, was joined at a news 
I conference yesterday by Carol 
Rodriguez and Ron Remer, 
both recent graduates of an 
Anger Management coarse at 
the Institute of Stress Medi- 
cine in Norwalk. Connecticut 
Both recounted how they had 
learned to come to grips with 
their rage and called for more 
self-restraint by all drivers. 

Mr Willis said the growth in 
road rage incidents was 
deeply troubling. The AAA 
believes it owes much to the 
rapid expansion of traffic, 
deteriorating road conditions 
and an increase in selfish driv- 
ing. Psychologists and sociolo- 
gists argue it is also related to 
social disintegration and the 
release of animal instincts in 
an increasingly individualistic 
society. 

Hr Willis said the campaign 
may not reach genuinely out 
of control aggressive drivers 
but pointed out that many 
incidents Involve at least one 
normally controlled driver 
suddenly transformed into a 
motoring monster by anoth- 
er's behaviour. 

"It takes two to tango or in 
this case “two to tangle." he 
said. “ If we can convince mil- 
lions of calm, mature motor- 
ists not to get sucked into 
encounters with angry driv- 
ers, many lives can be saved." 


With a measure of stability 
returning to Asia, the bargain hunt- 
ers are moving in. Following Merrill 
Lynch’s swoop on YaxnaichJ’s retail 
brokers last week. GE Capital is 
joining forces with Toho Mutual, 
Japan's twelfth-largest life assurer. 

This looks like a smart deal for 
General Electric's financial services 
arm. The combination of demo- 
graphics and deregulation presents 
a huge opportunity to sell innova- 
tive Western insurance products to 
Japanese consumers. The snag has 
been how to reach them. It is too 
slow' and expensive for foreign com- 
panies to build up distribution net- 
works. But baying a Japanese life 
assurer is equally tricky, since most 
are mutuals and weighed down 
with spiralling liabilities. 

By forming a Yl44bn ($L2bn) ven- 
ture with Toho, GE Capital gets 
around both problems. The new 
company will take over virtually all 
of Toho's 10, 000-strong sales force, 
get access to Its 4m customers and 
write all its future new business. 
Meanwhile, the old problem policies 
remain with Toho. And though it is 
investing only half the money, reft 
Capita] will end up with 90 per cent 
of the joint venture. That Toho has 
agreed to this unequal arrangement 
speaks volumes about its weak 
financial position. 

Securing a clever deal is one 
thing , making it work when cul- 
tures are so different is another. 
Swiss Bank Corporation and 
Long-Term Credit Bank of Japan, 
which announced an alliance last 
July, have already scaled back their 
cross-shareholdings. 

Hong Kong 

Donald Tsang, Hong Kong's dap- 
per financial secretary, faced a tick- 
lish problem yesterday. Fiscal pro- 
bity has come to be expected. But 
his budget had to balance this with 
the need to boost sagging confi- 
dence. Hong Kong has escaped 
lightly from the regional turmoil; 
interest rates may be unusually 
high, and the Hang Seng index 36 
per cent off its 1997 peak, but this is - 
nothing compared with the carnage 
elsewhere. Critically, the currency 
peg has not budged. But the mood 
has been fretful, fuelled by failing 
property prices and fears df Hong 
Kong becoming uncompetitive. 

Mr Tseng's budget struck the 
right balance. Because the tax cuts 
were a surprise, he was able to 
boost spirits without giving much 
away. But he was not so generous 
as to obstruct the adjustment of 


IfTSE Eurotop 300 index 
1105.1 (+4.2) 
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asset prices which is a critical 
adjunct of the currency peg. More- 
over. by eschewing schemes to ease 
the pain of higher rates, he reiter- 
ated, rightly. Hong Kong's implaca- 
ble commitment to the peg. 

Even after Hie 40 per cent fall in 
property prices, there is no escaping 
that the offshore region remains 
much more expensive than most of 
its regional neighbours. But so long 
as it continues to offer value, this is 
not a problem, ft retains some key 
advantages: a large pool of skilled 
labour, easy access to north Asia, 
and a fairly appealing environment 
for expat- workers. Singapore 
aspires to be a competing financial 
centre, but other than on cost 
grounds it still loses the argument 

Belgian banks 

The admission from Fartis, the 
Belgo-Dutch financial group, that it 
is considering a deal, with G6n£rale 
de Banque may revive the idea of a 
Grande Banque Beige. Fords could 
fold its smaller Belgian bank, 
ASLK-CGER. ' into Gdxterale, which 
could then- reassert itself as Bel- 
gium's WggeSt after the merger of 
its Flemish -rival Kredietbank with 
Cera. As in that deal, there would 
be scope for both domestic cost- 
cutting and international expansion 
in the competitive post-economic 
and monetary union world. 

Such an entity would be neither 
as big nor as unadulterated in its. 
Belgianness as the original hope 
that G6n6rale would merge with 
Banque Bruxelles Lambert - swal- . 
lowed by the Dutch giant ING. But 
the solution might satisfy both Bel- 
gian political sensitivities and Gen- 
erate de Banque ’s parent: Socifetfe 
Generate de Belgique - or. more to 


the point. La Gfen&rate’s parent, 
Suez Lyunnaise des Eaux. La Geodr- 
ale holds several cards here. It also 
has stakes in Fortls and in the Bel- 
gian energy group TractebeL The 
French parent's prime ambitions lie 
on the utilities side, hence a wish to 
cement control of TractebeL 

While Suez Lyonnalse might not 
get the highest price for its control- 
ling stake in Gdn&rale from Fortls - 
indeed the deal would probably be a 
paper one - it would achieve two 
gnaig The first would be a rational- 
isation of its financial services 
interests in a form that could more 
easily be sold later. The second 
would be Belgian political capital to 
aid its cause with TractebeL 

Stora 

How radical Is Percy Barnevik 
being at Investor? Yesterday's musi- 
cal chairs at Stora suggests the 
sweeping chang es promised In the 
corporate governance of Wallenberg 
comp ani es - leave much to be 
desired. The new faces brought into 
the underperforming forestry group 
are far from being the younger, 
more international directors 
described last month. Axing the 
chief executive and chairman is 
radical by any standards. Replacing 
than with other Wallenberg insid- 
ers - Haxald Einsmann of Procter & 
Gamble excepted - is hardly an 
improvement Claes Dahlback, the 
new chair man, is chief executive of 
Investor, and the new chief execu- 
' five an old Stora hand. To ram the 
point home, one Wallenberg will 
replace another on the board. . . 

Despite the lack of new blood at 
Stora, a thorough review of the 
company’s , strategy remains likely. 
Store’s heavy ongoing .capital 
expenditure programme has failed 
to earn a satisfactory return. It 
heeds a partner to compete more 
effectively . in . the Increasingly 
global pulp and paper industry. 
MoDo of Sweden or Finland's UPM- 
Kymmene are likely candidates, 
although competition problems 
would have to be overcome. The 
benefits of firmer prices from 
reduced capacity should counteract 
increasing exports from low-cost 
Asian and Latin American produc- 
ers. If returns on equity show no 
sign of rapid improvement after 
these management changes, Mr 
Barnevik should have little com- 
punction in pushing Store into a 
merger or selling Investor's stake. 

See additional Lex comment on 
Woolwich, Page 21 
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I*;an adiand r Stora chief to quit over pay-off 

ias ebnEllinerhnani AiMlaJ ^ 


Swedish group chairman bows to protests against $8m severance deal World 


The Asian consumer boom fuayed digit 
increases in sp endi n g 6a advertising, drawing 
most of tfaB bigln fa=irn«tt€mftl agencies to the 
region and spurring the development of local 
rivals; But the industry was one of the most 
. immediate casualties of the downturn. Some ■ 
Thai and Indonesian companies have stopped 
advertising altogether, leading to newspapers 
ceasing 1 publication and television stations cat- 
ting broadcasting hours. Page 20 - 

Cola wws fizz up over Virgin ctatms 

Virgin Cola, launched 
less than four years * 
ago, claims it is within 
striking distance of 
overtaking sales of 
Pepsi. It has denied a 
Fina n ci al Times report 
ft ; / that It has suffered a 

: dr amaHc leys rtf mwrirrt - 

' . share, but the rest.of 
the industry says Vir- 
■ -i gin has failed to make. ’ 
any lasting tmpaet ' 

Coca-Cola affects public indifference true to the 
aphorism of Roberto Goiziieta; its late president, 
that its real rival is tap wafer. Page 21 ' 

El NUIo laofMS Lima’s votumaa 

Some had thought that Pent might escape 
lightly this year frumthe unpredictable ElNlflo 
warm currort, which. periodically affects the . .. 
west coast of South America. Rut severe flood- ~ 
log has had Investment bankers ”pd analysts . 
rushing to revise GDP forecasts for 1998 down- 
wards from about G-^esr cent to AS per cent or •’■• 
even lower. It is. a further blow to a market that 
has been sluggish tor. months. Page 84 


Companies In «Ms Issue 


By Greg Mctvorln Stockholm 

Bo Berggren, chairman of 
Stora, the Swedish forestry 
group controlled by the Wal- 
lenberg family, is to resign 
over a controversial severance 
package for the company’s 
departing chief executive. 

Mr Berggren, 61, one of the 
most senior figures in the Wal- 
lenberg empire, had faced calls 
to quit from minority share- 
holders and Stora workers for 
approving a SKr64m (|8m) 
remuneration package to Lars- 
Ake Helgesson, who leaves the 
group next month. 

The size of the pay-off trig- 
gered a furore in Sweden and 


prompted government warn- 
ings that it could destabilise 
industrial relations nnri under- 
mine the current pay round. 

Mr Berggren said he would 
not be standing for re-election 
to Store’s board at next 
month’s annul i i meeting. He is 
succeeded by Claes Dahl back, 
chief executive of Investor, the 
chief Wallenberg investment 
vehicle. Stora had become 
associated “In an unfortunate 
mann er" with the controver- 
sial topic of executive remu- 
neration, Mr Berggren said. 
“To the extent my actions may 
have cast a shadow over Stora, 
it is my hope this will disap- 
pear with my departure." He 


will receive an annual SKr3.5m 
pension from Stora, falling to 
SKriLSm alter 2001. 

Stora’s most-traded B shares 
surged SKrB.50 to SKrlOS on 
news of the resignation. 

Percy Barnevik, Investor 
chairman, said Mr Berggren 
had taken responsibility for 
“certain errors”. 

But Mr Barnevik, who 
recently proposed limi ts on the 
multiple directorships which 
are common within the Wal- 
lenberg domain, stressed he 
believed Mr Berggren should 
continue as chairman of Astra, 
the pharmaceuticals group, 
and Scandinavian Airlines Sys- 
tem, as weD as a director of 
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TBlstra chief executive Frank Blount (left) and chief financial officer Paul Rizzo said yesterday 
the Australian t rfHenmim nriea tlmis giant's interim net profits had risen 117 per cent to AS1.6ibn 
(US S9-3ft b n> . The results reinforced Telstra’s position as the country’s most profitable company 
butMr I^Qtmfc Warned that second halves were historically less profitable. Report, Page 16 Raum 
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By Gmian Tett In Tokyo 

GE Capital, the financial 
services arm of the US Gen- 
eral Electric groupi and Toho 
Mutual, the Japanese life 
assurance group, are each to 
inject Y72bn ($568m) into a 
Joint ven t ur e to market west- 
ern-style insurance products 
to Japanese clients. - 
The deal, announced yester- 
day. marks the first big foray 
by a western company into 
Japan’s vast , life assurance 
sector ahead -of the country’s 
planned “Big Bang” fina n c i al 
deregulation. It is is likely to 
throw down a powerful chal- 
lenge to existing Japanese 
companies and spur similar 
moves by other western 

groups. 

Michael Fraizer, president of 

GE Financial Assurance* the 
wholly-owned subsidiary of 
GE Capital, said: “By creating 
a strong new company ... we 
look forward to bringing inno- 


vative insurance products and 
services to the broad market 
through Toho's strong distri- 
bution channels." 

The agreement between the 
two groups envisages that the 
new joint venture will take 
over all of Toho’s new life 
insurance business. In 
exchange, the joint venture 
wffl pay Toho Y70bn and offer 
the group an income stream 
from the future business. 

This, GE Capital said, would 
leave it with a 90 per cent 
stake in the new business, 
which will have a market cap- 
italisation of Y36bn after the 
money has been paid to Toho. 

Analysts yesterday pointed 
out that the move should 
allow GE Capital, the world’s 
largest non-bank, to build a 
rapid distribution base to mar- 
ket new products at relatively 
little cost 

It should also provide Toho 
with a much needed source of 
Income to cope with Its bad 


loans and ailing profitability. 

Toho Mutual, Japan's 12th 
largest life insurance group, is 
rated one of the weakest. But 
analysts suspect that Its prob- 
lems are shared by many oth- 
ers in the sector. This is partly 
because the low interest rates 
of recent years have made it 
hard for life insurance groups 
to earn enough on their 
investments to meet the high 
fixed returns they have guar- 
anteed policy holders. 

In addition to this, the col- 
lapse of Nissan Mutual life, 
Japan's fourth largest life 
assurance group, last year per- 
suaded many consumers to 
turn to alternatives. 

Other western companies 
have recently offered new 
products to Japanese consum- 
ers but so far none have set up 
an alliance with a Japanese 
life assurer. 

Lex, Page 14 
GE seizes its chance. Page 16 


Ispat eyes acquisitions in 
Europe after strong results 
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By Robot Taylor hi London 

Ispat International, the rapidly 
growing steel producer that 
floated in Amsterdam and New 
York last year, is seeking 
acquisitions in Europe. 

Lak ahmi Mittal, chairman 
and chief executive, said he 
expected European Industry 
restructuring to produce 
opportunities for the group, 
which , has. operations In the 
US, . Trinidad, Canada, Ger- 
many and Ireland. The com- 
pany has become one of the 
world's most efficient steel 
manufacturers, using rela- 
tively cheap mini-mill technol- 
ogy- 

Announcing a strong set of 
results for last year, Mr Mittal 
said the integrating European 
steel industry should focus on 
flat-steel production where it 
had the greatest competitive 
advantage over mini-mill oper- 
ators. This would give Ispat an 
opportunity to- biiy their 
operations in “long products” 
such -as steel rod and beams. 
He was looking at two or three 
opportunities in this area. 

One possibility would be the 


Jong products, business of Usi- 
nor Sadi or, the French steel 
producer, which yesterday said 
It was studying options for the 
loss-making division. 

"European producers are 
revisiting their strategies. 
They should concentrate on 
flat products where mini -mills 
have not yet caught up as 
much," he said. 

Ispat is also believed to be in 
discussions with Thyssen, the 
german steel producer, about 
buying EWK, its stainless steel 
division. 

Ispat last year bought the 
long products division of Tbys- 
sen, which is merging its flat- 
steel operations with rival 
Krupp Hoesch. 

Following the German acqui- 
sition, the company said yes- 
terday, it had agreed plans to 
cut the workforce at the Ruhr- 
ort plant from 1,250 to 900 and 
at Hochfeld from 440 to 3fi0. It 
also announced a S4flm capital 
expenditure programme to 
expand capacity. 

Mr Mittal said overall capital 
expenditure in 1996 would be 
about $325m, slightly up on the 
past two years. 


The company announced a 
16 per cent increase in net 
income to $ 186 m ($lG 0 m) for 
1997 on sales up 18 per cent at 
S2.19bn ($I.86bn). 

Analysts said the results 
were well ahead of forecasts 
with a strong contribution of 
{16m from the Thyssen busi- 
nesses in the last quarter. Mr 
Mittal said that trading at the 
start of 1998 remained strong, 
with prices in Europe rising 
5-6 per cent while the US 
remained "steady and stable”. 

The shares rose FI 2.1 to 
FI 42.9 in Amsterdam, down 
from a flotation price of 
FI 57.15. Mr Mittal said the 
share price had been hit by 
worries about the Asian crisis 
but said this would not dam- 
age Ispat because its markets 
in high quality steel rod and 
steel slab were unaffected 

He was saddened by the low 
share price, as he owned 80 per 
cent of the company, but said 
it presented no practical obsta- 
cles to the group's expansion. 
Ispat could comfortably afford 
to double its debt level provid- 
ing adequate resources for its 
expansion plans, he added 


Investor and Ericsson, the tele- 
communications group. 

“I warn, on the part of Inves- 
tor and on my own behalf, to 
express our confidence In Bo 

Berggren." he said. 

The public storm surround- 
ing Mr Berggren centred on 
his granting of a SKriSm sev- 
erance payment to Mr Helges- 
so n. This was in spite of Mr 
Helgesson ostensibly leaving 
the company at his own 
request. Mr Berggren later 
admitted Mr Helgesson had 
felt forced to step down 
because of differences of opin- 
ion between the two. 

Minority shareholders critic- 
ised Stora for not disclosing 


the payment when it was 
agreed in August and for not 
releasing financial details 
when Mr Helgesson announced 
his resignation last December. 

The Stockholm stock 
exchange has since announced 
plans to ebange its listing 
agreements to force quoted 
companies to disclose such 
agreements Immediately. Cabi- 
net ministers have also called 
on industry to draw up guide- 
lines to police pay awards. 

Mr Barnevik yesterday sig- 
nalled Investor was willing to 
participate in this process. 

Observer. Page 13 
Lex, Page 14 


$8.5bn venture 
cash goes on US 
hi-tech launches 


By Nicholas Denton 
in San Francisco 

The boom in US high 
technology start-ups continues 
in spite of inroads being made 
by established industry giants 
into new markets such as the 
internet, according to a survey 
released yesterday. 

Technology has typically 
accounted for more than half 
of investments in new compa- 
nies. In 1997 it was more 
important still, with invest- 
ments by US venture capital 
groups in technology compa- 
nies reaching $8.5bn, some two 
-thirds of a total for the year 
of $ 12 Jim. 

Last year more thart ha lf of 
the technology funding went 
into internet start-ups ($1.9bn) 
and the communications tech- 
nology companies (S2.9bn) 
which provide infrastructure 
for the internet and other data 
networks, according to the sur- 
vey by Price Waterhouse, the 
accountants. 

“The El Nino of venture 
money is here and lasting 
longer than expected." said 
Ann Winblad, a partner at 
Hummer Winblad, a leading 
Silicon Valley venture capital 
partnership. 

The boom in new technology 
ventures had appeared under 
threat as companies such as 
Microsoft moved into new mar- 
kets. For example, Netscape 
Communications, which origi- 
nally won backing from ven- 
ture capitalists for its internet 


browsers, has steadily lost 
market share to Microsoft and 
is now the subject of takeover 
speculation, and many other 
sectors are also crowded both 
with new ventures and the 
nimbler established groups. 

Initial public offerings by US 
venture-backed companies 
raised 43 per cent less on the 
stock market in 1997 than in 
1996, according to VentureOne, 
a research organisation. 

But venture capital still 
flowed into high-technology 
businesses, largely because of 
a phenomenon known in Sili- 
con Valley as "outsourced 
research and development" - 
the tendency of large compa- 
nies to acquire small creative 
companies instead of innovat- 
ing in-house. 

High-tech M&A deals, three 
times as Qammon as IPOs in 
. .earlier y?ars, were seven times 
as llkely^-ln 1997, according to 
Broadview Associates, an 
adviser od high-tech deals. “As 
long as such lunacy as Micro- 
soft paying an estimated {400m 
for Hotmail (a provider of free 
electronic mall accounts) con- 
tinues, money will rain on 
start-ups." said Ms Winblad. 

Institutional Venture Part- 
ners, another Silicon Valley 
firm which invested in Excite, 
a search engine, among other 
ventures, reports that it is los- 
ing money on only one in 30 of 
the companies it has backed. 

Venture capital investment 
had increased from $7.6bn in 
1995 to 39.5bn in 1996. 
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Bank plans 
to issue 
record 
$5bn bond 

By Edward Luce in London 

The World Bank is planning to 
issue a $5bn bond in tbe next 
few weeks in what would be 
the largest ever fixed-rate 
offering on the international 
capital markets. 

The bond would fallow two 
separate S4bn offerings by Fan- 
nie Mae, the US Federal Mort- 
gage Agency, which them- 
selves exceeded tbe previous 
records when they were issued 
last month. 

In addition, F anni e Mae, the 
largest borrower in the US 
market, is planning to follow 
up the success of its first two 
"jumbo” global bonds with an 
issue of S3bn to S4bn next 
week. 

"The market is increasingly 
receptive to much larger bond 
issues than before," said Paul 
Abberly, head of fixed income 
at Lombard Odier. a private 
Swiss bank in London. 

"Governments are borrow- 
ing much less than they used 
to and this creates demand for 
alternative large-scale bond 
issues." 

Bankers say the World 
Bank, which has AAA credit 
rating - the highest possible - 
would also benefit from tap- 
ping these unprecedented 
amounts from the markets. 

Fannie Mae, less well known 
than the World Bank outside 
the US, managed to price 
its bonds at the same rate 
as existing World Bank 
debt. 

Investors, in other words, 
are prepared to accept slightly 
lower yields In exchange for 
greater liquidity, say bankers. 
"Investors love liquidity," said 
one. “They like to know they 
can buy or sell a bond at a 
moment's notice." 

The trend towards larger 
bond issues is also being stim- 
ulated by the decline in US 
government borrowing. 

Unusually, the US govern- 
ment is expected to post a bud- 
get surplus in 1999. As a result, 
the US Treasury is holding 
fewer bond auctions in 
1998. 

In addition, growing market 
optimism on the likely persis- 
tence of low inflation in the US 
economy has led to a signifi- 
cant flattening of the US Trea- 
sury bond yield curve. This 
means that borrowers pay 
almost tbe same yield for 
long-term funding as for 
short-term. 
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Telstra profits surge at halfway 


By Gwen Robinson 
in Sydney 

Telstra, the Australian 
telecommunications giant, 
reinforced its position as the 
country's most profitable 
company yesterday by 
announcing that net profit 
more than doubled in the 
first half to December. 

In its first earnings 
announcement since the 
A$14bn (US$9 .3 7bn) flotation 
of one-third of its shares last 
November, Telstra said 
interim net profits rose 117 
per cent to A$l.6Lbm Earn- 
ings per share rose 12.5 cents 


from 5.8 cents a year earlier, 
adjusted for a pre-flotation 
share split 

The results were in line 
with expectations, but drove 
Telstra’s Instalment receipts 
up 3 per cent on the Austra- 
lian Stock Exchange yester- 
day to a record high of 
A $3.61. before closing at 
AS3.56. up 6 cents. 

The shares have risen 
about 82 per cent since the 
one-third notation, when 
retail investors paid ASl.95 
for the first receipts. The 
government owns the other 
two-thirds of Telstra. 

Under the flotation 


arrangements, individual 
shareholders are scheduled 
to pay a second instalment 
ol AS1.35 by November, 
notionally valuing the 
shares at nearly A$5. 

Shareholders were also 
rewarded yesterday with an 
interim dividend of 7 cents. 

Frank Blount, chief execu- 
tive. said he was pleased 
with the company's strong 
first-half results but warned 
the second b»lf was histori- 
cally less profitable. How- 
ever, the company was on 
track to meet its prospectus 
forecast for net profit of 
AKLSlbn in the full year to 


June, he added. Some ana- 
lysts have predicted Tel- 
stra’s full-year profit would 
exceed A$3im. making it the 
first Australian company to 
break this level 

Chris Savage, telecommu- 
nications analyst at BNP 
Equities in Sydney, said that 
Telstra’s continued strong 
performance depended on 
profit growth in new areas 
such as intercarrier, direc- 
tory and data and test ser- 
vices, as well as further 
progress in the company's 
cost-cutting programme. 

He pointed out that, with a 
p/e ratio of 23, Telstra is now 


the most expensive telecom- 
munications company in the 
world. 

Mr Savage warned that 
competition and fiat growth 
in the mobile telecommuni- 
cations market would reduce 
margins and weigh on fur- 
ther profit growth after one 
or two years. 

The company's earnings 
before interest, tax and 
abnormal charges rose 17.5 
per cent to A$2.7bn in the 
period, while revenues 
climbed 8.7 per cent to 
A$8.7bn. 

Operating expenses grew 
just 5.6 per cent to A$Sbn. 


GE Capital sees its 
demographic chance 
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F irst it was investment 
h anking . Then retail 
broking. Now a third 
area of Japan's financial 
industry has fallen prey to 
the foreign invasion - life 
assurance. 

In one of the boldest 
moves seen so far in the 
country's financial sector, 
GE Capital, the US group, 
yesterday unveiled plans to 
create a joint venture with 
Tobo Mutual, the life 
assurer. 

The move is also striking 
in size: the new Y36bn 
($284m>- strong company will 
have tiie largest capitalisa- 
tion of any listed life assur- 
ance company. The question 
now is whether the US 
group’s foray will work 
The attractions are clear. 
GE Capital, the finance arm 
of the GE manufacturing 
group, has kept a low profile 
in Japan, but away from the 
spotlight has been building 
up its presence. It has 
already bought two small 
Japanese consumer finan ce 
companies and has recently 
made moves to develop a 
credit-card business. 

Life assurance arguably 
offers the biggest prize. The 
population in Japan is huge, 
ageing and badly served. 
Many of Japan’s life insurers 
are plagued with problems, 
largely because their income 
stream is too low to cope 
with spiralling liabilities. 

The collapse of one com- 
pany, Nissan Mutual, last 
year has seen Japanese con- 


sumers deserting weaker 
groups and seeking new 
alternatives. 

Michael Fraizer, president 
of GE Financial Assurance, 
says: “We have been consid- 
ering this for two years, and 
we think there is great 
opportunity because of 
deregulation and demo- 
graphics.’’ 

The problem for G£ Capi- 
tal - like any western finan- 
cial group - has been how to 
penetrate this market One 
way might have been to 
build its own distribution 
network, but this would 
have been costly. Another 
would have been an acquisi- 
tion. but this was difficult 
because almost all Japanese 
life assurers - including 
Toho - are mutual groups. 

What GE Capital has 
plumped for is similar in 
spirit to Merrill Lynch's 
recent deal with the failed 
broker Yamaichi Securities. 
Just as Merrill Lynch used 
Yam ai chi's weakness to pur- 
chase some of its assets very 
cheaply, GE Capital is using 
Toho's weakness to select 
some of its better parts. 

On paper the venture is a 
partnership. Toho Mutual 
and GE Capital will each 
provide Y72bn of capital and 
its new president will be 
from Toho. 

But it seems GE Capital 
will hold the whip hand. 
Though it refuses to provide 
details of the contract, the 
US group will hold 90 peT 
cent of the joint venture’s 


stock. Some 7,000 of Toho’s 
10.000 employees - the cur- 
rent sales force - will be 
moved into the new venture 
and a further 2,600 “sec- 
onded” to the new company. 

Furthermore, the joint 
venture will have sole 
responsibility for new busi- 
ness generated from Toho's 
2J5m-strong client base, leav- 
ing Toho simply to manage 
evi sting liabilities. 

This might appear a poor 
deal for Toho, but it is a 
badly needed financial life- 
line. The company has such 
large bad debts that analysts 
have voiced doubts about 
whether it has an indepen- 
dent future. 

B y entering into the 
deal. Toho may at 
least get enough cash 
to pay its existing liabilities. 
Out of its capital the new 
joint venture will pay Toho 
Y70tm for the transfer of Its 
new business. Tobo will also 
be a reinsurer for between 30 
per cent and 50 per cent of 
the new company's con- 
tracts. yielding the group 
Y90bn a year. And a finan- 
cial reinsurance arrange- 
ment is likely to add Y50bn 
to Toho's policy reserves. 

In exchange for this, GE 
Capital will acquire a 
ready-made sales force that 
covers the country and can 
now market GE's products. 
As Mr Fraizer says: “This is 
far faster than a start-up and 
you get a much more power- 
ful platform." 
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Though the logic seems 
attractive, two potential 
problems remain. One is 
whether GE will be able to 
rlngfence Its new operations 
from the financial mess at 
the old Toho group. 

GE Capital insists it can. 
“We have been very diligent 
in structuring this transac- 
tion so there is a clear legal 
separation . . . and m aking 
sure that the employees and 
the Ministry of Finance 
understand this, 1 * Mr Fraizer 
argues. 

GE Capital expects an AA 
credit rating for the new 
group. But the real test may 
emerge only if Toho {aces a 
new crisis and GE is called 
on for additional help. 

The second problem is one 
that dogs any Japanese joint 
venture: blending the differ- 


ent corporate cultures. Mr 
Fraizer insists that GE 
already has extensive experi- 
ence of this at its manufac- 
turing joint ventures in 
Japan. But training 7,000 
employees to market west- 
ern financial service prod- 
ucts has never been done 
before. 

The venture is unlikely to 
be easy, but the rewards 
could be big. Japan's Minis- 
try of Finance sign has clear 
motive to make the deal 
work - not least because the 
number of troubled life 
assurance groups is high. GE 
Capital's move is unlikely to 
be the last in the sector. 

Gillian Tett 
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Canto 

privatise 

China 

Airlines 

By Laura Tyson In Taipei 

China Airlines, Taiwan's 
biggest carrier, may be com- 
pelled to find new owners 
following the country’s 
worst air disaster and file 
airline's second big crash in 
four years. 

Hsu Li-teh, chairman of 
the carrier’s effective hold- 
ing company and a senior 
figure in Taiwan's ruling 
Nationalist party, yesterday 
called on the government to 
privatise the airline. 

The 89-year-old group 
calls itself - a private com- 
pany, but file government 
last year claimed it as a~ 
“national asset” and suc- 
cessfully sought to exert 
influence indirectly, install- 
ing Mr Hsu - a former dep- 
uty premier - and five oth- 
ers to the holding 
company’s board. •' 

Mr Hsu argued that the 
China Aviation Develop- 
ment Foundation should sell 
its 71 per cent stake in 
China Airlines to the pri v at e 
sector to strengthen man- 
agement and help it recover 
from Monday night’s crash. 
In which 203 people died. 

The airline suff ered from 
its unclear legal status and 
from having no true large 
shareholders to take respon- 
sibility for its performance, 
Mr Hsu said. The carrier 
might benefit from a strong 
new owner. 

However, the timing for a 
sale is not favourable given 
the accident and - the 
depressed state of tile avia- 
tion industry in Asia, China 
Airline’s core market. Until 
last year. China Airlines 
had been seeking an inter-, 
national carrier to buy a 
15-20 per emit stake and act 
as a strategic partner, and ' 
had held discussions with a 
number of potential buyers. 

Bnt the search was 
shelved after the airtine lost 
last year’s tussle with the 
transport ministry over allo- 
cation of seats on the. foun- 
dation's board. 

China Airlines has strug- 
gled to shed its image of a 
government-hacked carrier, 
dro pp in g Taiwan’s national 
flag from its livery and; 
adopting a new cherry blos- 
som logo in 1995. 


Fletcher Challenge bolstered by building division 


By Terry Hall in Wellington 

Difficult markets and falling prices 
hit Fletcher Challenge's forestry, 
paper and energy divisions in the 
six months to December, although 
the bunding division lifted earn- 
ings 47 per cent, helped by the 
buoyant New Zealand economy. 

Fletcher Challenge Ltd. the par- 
ent group which looks after fund- 
ing and related group affairs, more 
than doubled consolidated group 
earnings from NZ$i92m to 


NZS413m <US$240m). The company 
said group results reflected lower 
operating revenue of NZ$3.8bn. 
compared with NZ$42bn. 

Revenue was affected by the 
strike at Fletcher Challenge Cana- 
da’s mills in British Columbia and 
by asset sales, including that of its 
B Ian din mill in the US. 

Fletcher Challenge Building 
lifted after-tax earnings from 
NZ$53m to NZ$78m on a 19 per cent 
rise in revenues to NZS1.69bn. 
Demand for cement, aggregates. 


aluminium and plasterboard were 
strong, although steel merchandis- 
ing saw pressure on margins. 

The group said future profits 
would be helped by new building 
contracts and higher spending by 
the New Zealand government 

The dividend is lifted by 1.5 cents 
to eight cents. 

Fletcher Challenge Energy 
reported net earnings of NZ$1 19m, 
compared with NZ$l82m. and cash 
flow from operations of NZ$323m. 
The division sold 23.7m barrels of 


oil equivalent and increased its 
proven reserves to 429m barrels. 

Operating revenues rose from 
NZ$493m to NZ$526m. 

Fletcher Challenge Paper 
reported a profit of NZ$l89m after 
an unusual gain of NZ$262m from 
the sale of the Blandin mill.. Tins 
compares with a net loss of 
NZ$40m a year earlier. 

The division continues to incur 
losses owing to the seven-month 
strike at Fletcher Challenge Can- 
ada over attempts to introduce 


flexibility to the workforce. 

The division will pay a steady 3 
cent dividend. • 

Net earnings for Fletcher Chal- 
lenge Forests fell 19 per cent to 
NZ$26m. mainly because of a sharp 
deterioration in Asian log markets 
at the end of last year. 

The group expected a difficult 
second half, although there were 
signs of an improvement fn the 
Japanese housing market, and 
demand in Australia and the US 
remained strong. 


ASIA-PACIFIC NEWS DIGEST 


Honda shrugs off 
market weakness 

Honda weathered the sharp downturn ui consumer 
spending in japan and reported a 26 per cent increase in 
pre-tax profits' for. the third quarter -Profits before tax rose 
from Y96Jhn to Yl22bn ($964ra), while net income was 5 
per cent higher* Y6S^bn. Sales rose 17 per cent in the 
throe months to December to Yl.i554.8bn, helped by strong 
exports and the weaker yen 
The quarter was difficult for Japanese carmakers, with 
th» maricet suffering from sluggish consuigp-. - 

linn yifmiia, however, put in a stellar performance, partic- 
ularly in December when sales rose 27 per cent, compared 
with an'&4 per cent decline in overall domestic new 
vehicle sales, said Ed Brogan, analyst at Salomon Smith 
Barney in Tokyo. Part of Honda’s success can be attri- 
buted to a campaign to achieve sales of 800,000 units m 
tt® domestic market This raised Honda's share of the 
Japanese market to 17 J. per cent 
The group’s results ware also helped by strong overseas 
particularly in the US and Europe, where there was 
firm flwmmni for the GB-V. a sports Utility vehicle. In Jan- 
uary alone, C!R-V sales in the US reached 4,678 units. 

- Motorcycle saJes were boosted by demand in emerging 
wiarirgia such as India and Brazil, which offset lower - - 
dpmand in Thailand after the devaluation of the baht 
Motorcyc l e sales rose 12 per cent to 1.36m units. 

Michiyo Nakamaio, Tokyo 

investment banking 


Bankers Trust in Asian revamp 

Bankers Trust the US investment banking group. -is shift- 
ing Its Asian investment banking operations from Hong 
Kong to Singapore and cutting jobs as part , of a restruct- 
uring. About 75 jobs, or 5 per cent of the bank's 1.500- 
atrong Asian staff outside Japan, will be affected. The 
restructuring was precipitated by the creation of a global 
emerging markets business grouping Previously this had 
been handled on a regional basis and the consolidation 
resulted in job duplication. Trading and distribution are 
being brought under one root Singapore was chosen over 
Hong Kong as it is the base of the core arbitrage group. 

Bankers Trust is the latest financial institution to con- 
solidate operations and trim its workforce in Asia. Schro- 
dens Securities last month announced the closure of much 
of its Asian broking businesses, with the loss of 200 jabs. 
Other financial institutions to take similar steps In 
response to.the region’s financial crisis are Indosuez WX 
Carr, HSBC James Capel and SocGen Crosby. 

Bankers Trust stressed its plans were motivated by 
strategic reasons which evolved six months ago. “The 
financial crisis influenced [our need to restructure] like 
everyone else, but it was not the cause: we started this six 
months ago,” it said. 

Hong Kong will remain home to other core businesses 
in Asia, inninrttng corporate trust, cash management, 
trade finance, p riv at e hawking jjt funds management 
and global custody. .■ Louise Lucas, Hong Kong 

OIL AND GAS 


Sales drive Woodside advance 

Woodside Petroleum, Australia's biggest oQ and natural 
gas producer, reported yesterday that net profit in the 
year to December rose 44 per bent to a record A$274.9m 
(U5$lS4m), driven by an increase of nearly 18 per cent in 
sales to $870. lm. The result sent Woodside's shares up 24 
cents to A$9.50. - ' . 

The company, which is about one-third owned by the 
Royal Dutch/Shell group, shook the market earlier this 
month with its admission of cost overruns of about 
A$275m and a costly Six-month delay on its new Laminar- 
ia/Coraffina oil fields in the Timor Sea. Woodside con- 
firmed yesterday that its cost forecasts on the Laminaria 
project had been revised upward to AgL35bn. 

The full-year results were better than, expected, show- 
ing foreign exchange gams of A$2Qm compared with a 
1996 loss of A$l,6m. and a 1Z5 per cent fall in interest 
e xp ense to A$69.5m, as a result of reduction in outstand- 
ing corporate debt from. US*800m to US$7Q0m. The com- 
pany raised its final dividend from 10 cents to 12 cents, 
bringing the total payout to 20 cents, up from 16 cents. 

Analysts expressed concern about Woodside’s ability to 
contain costs and keep investors informed of develop- 
ments in its projects. In Its announcement Woodside did 
not clarify the status of its planned expansion of the 
North-West Shelf project in which it takes a leading role, 
despite doubts over demand from Asian co untries follow- 
ing tha region’s financi al crisis. Owen Robinson, Sydney 
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NATIONAL BANK OF CANADA 

USD 200,000,000 Floating Rate Notes due 2001 

In accordance with the Terms and Conditions of the Notes, 
notice is hereby given that for the Interest Period from Febru- 
ary 1 9. 1 990 to M*/ 1 9. 1 998 the Notes w* carry an Interest 
Rate of 5 725% per annum. 

The Coupon Amount payable on the relevant Interest Pay- 
ment Date, May 19, 1998 w» be USD 14153 
per USD 10,000 principal amount. ~ r . .. 

of Note and USD 1.415.35 

per USD 100,000 principal , , _ „ 

amount of Note. as . « I E0 fuwfepank 

\LuxBmbourg 
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Interim Results Announcement and 

Declaration of Interim Dividend 

Unaudited results ol the company for the six month period 
ended 31 December 1997 and declaration of an Interim 
dividend are being circulated to shareholders. 
Ccpmsaovamounam^aroaiaiabhlromeiaLtndenSeamrief, 
An&ovaal Trustees Untied. 33 Omar Street London WTY 1FN 
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Financial Times Surveys 

Japanese Financial 
Revolution 

Friday March 27 


For further intorm.3iir>n, olt-osc eontoct: P.itrich Brennan in Tokyc 
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No wonder the eyes, pf the World are on 
Central Europe. Whs could have, predicted quite 
how much Europe has grown in the last ten 


leading investment bankers, we're happy to be 
an. integral part of this flourishing economy. With 
our connections to the powerful resources of the 




years? Not of course in terms of square miles. 
Nor in terms of population. But in sheer economic 
power and business opportunities, : it’s Central 
Europe that's been the very core of this explosive 

progress. . • • 7 

As old boundaries ha.ve.:faded, and by 

working together as a whole, Central Europe has 
become one with the rest of Europe, and is now 
much,. much greater than the. sum of its parts. At 
Dresdner Kleinwort Benson, as one of .Europe's 


Dresdner Bank Group, we have the opportunity 
to do business as equals with our partners, 
wherever they may be in Europe. 

For more information about Dresdner 
Kleinwort Benson’s Debt Capita! Markets’ activi- 
ties in Croatia, Czech Republic, Hungary, Poland, 
Slovakia and Slovenia, call Pascal H. Najadt direct 
on -444 t 171-956 1888. We’re proud to be part of 
the pride. 

Central Europe is Europe. 


V 



Dresdner Kleinwort Benson 
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Fortis acknowledges possible link 


By Ne3 Buck) ay in Brussels 

Fortis. the Belgo-Dutch 
financial services group, yes- 
terday admitted it was in 
talks about a possible link 
with Gdn£rale da Basque as 
it emerged that several other 
European groups, including 
UK banks, had also 
expressed interest in Bel- 
gium's biggest b ank. 

Fortis said Generate was 
one of several potential 
European partners it was in 
talks with as part or Its 
expansion strategy, and that 
it would be "wrong to draw 
premature conclusions” 
about likely outcomes. 

“If and when Fortis has 


something to say about the 
talks we are in, we will cer- 
tainly communicate it," it 
said. 

The group was making its 
first positive response to 
months of speculation - 
which Intensified after Gen- 
eral© revealed late on Tues- 
day that it was not planning 
to bid for CIC. the French 
bank - that Fortis was inter- 
ested in acquiring or allying 
with Belgian’s biggest bank. 

However, executives famil- 
iar with the situation at both 

Generate de Banque and 
Society Generate de Belgique 
- the Belgian holding com- 
pany that controls the bank 
through a 30 per cent stake 


- suggested that Fortis was 
not the only interested 
party. 

Several other European 
banks, including more than 
one from the UK, are said to 
have made approaches. 

The bid speculation con- 
tinued to push up prices on 
the Brussels bourse yester- 
day, Fortis gaining BFrlffl to 
BFr9.630. La G6nfirale 
improving from BFrWOQ to 
BFr4,340, and Generate de 
Banque rising BFr200 to 
BFrl8£50. 

Analysts believed it was 
inevitable that Belgium's 
biggest bank would have to 
find a partner after the two 
biggest competitors in its 


home market were involved 
in tie-ups. 

Banque Bruxelles Lam- 
bert, the third biggest, is 
being acquired by ING of the 
Netherlands, and Krediet- 
bank, the number two. Is 
linking with another Belgian 
h ank and an insurance 
group. 

ABN Amro, the Dutch 
bank, dampened analysts' 
speculation that it was 
among those interested in 
Generate, saying that while 
it was constantly examining 
possibilities In Europe, no 
big acquisition was "on the 

cards”. 

Deutsche Bank, thought to 
be another potential bidder. 


was unavailable for com- 
ment 

Generate insisted yester- 
day that it had no need to 
link with another partner, 
pointing to its 12.5 per cent 
profit margin for five consec- 
utive years, “the board 
firmly believes that G&terale 
de Banque haa all the Thuawi 
necessary to realise its stra- 
tegic ambitions - to become 
a European bank of Belgian 
origin." 

The bank added that it 
had not gained the agree- 
ment of the Belgian banking 
authorities for its proposed 
financing package for a bid 
fra- CIC which would have 
required a capital increase. 


Marriage looms for Belgian bank 


G enerate de Banque, 
Belgium's biggest 
banking group, is 
not to be a bidder for CIC. 
the French banking net- 
work. But it does not itself 
look likely to remain an 
independent group for long. 

Fortis. the Belgo-Dutch 
financial services group, 
responded yesterday to 
months of speculation with 
the admission it was in talks 
with the bank about a possi- 
ble tie-up - but insisted Gen- 
erate was only one of several 
potential partners it was 
talking to. 

Meanwhile, executives 
famili ar with the situation at 
Generate de Banque, and its 
controlling parent, the Bel- 
gian holding company 
Soctetg G£rterale de Bel- 
gique, said other European 
financial groups had also 
expressed an interest in the 
Belgian bank. 

A takeover, merger or alli- 
ance involving Gen 6 rale 
would be the culmination of 
a wave of consolidation in 
the Belgian banking sector 
in the last few months - 
itself part of the broader 
restructuring of European 
banking ahead of the arrival 
of the European single cur- 
rency next year. 

Belgian consolidation was 
slow In coming but Is now 
proceeding swiftly. The main 
reason for the delay was the 
long courtship dance 
between Generate de Banque 
and Banque Bruxelles Lam- 


■ - 



Christine Morin-Postel: may seek farther revamp at SGB 


bert to create a "Grande 
Banque Beige” - the Belgian 
government's preferred 
option. 

That marriage was ulti- 
mately blocked by ING of 
the Netherlands. ING 
refused to see its 20 per cent 
stake in BBL diluted, and 
still harboured ambitions 
towards the Belgian bank 
itself. 


ING’s successful $4_7bn bid 
for BBL in December was 
the catalyst for the reshap- 
ing of the Belgian banking 
sector now under way. Kre- 
dietbank, the third biggest 
bank, responded last month 
with plans to ally itself with 
Cera Bank, the fifth biggest, 
and an insurance company 
to create a group that would 
challenge Generate de 


Banque's cherished number 
one position in the Belgian 
market 

The latter already had a 
60-strong team working on a 
possible bid for CIC, which is 
scheduled for privatisation. 

But G£n&rale directors' 
decision on Tuesday not to 
proceed with the CIC bid. 
because it would not meet 
the bank's target for return 
on equity, only increased 
speculation that it would 
become a target for preda- 
tors itself 

“If Generate is not going to 
bid for CIC, it really has to 
do something. Remaining 
alone is not an option,” said 
Ludo Colman, banking ana- 
lyst at Antwerp-based bro- 
kers Smeets Verba et, point- 
ing out that Generate was 
the only one of Belgium's big 
three h anks to report a 
decline in interim operating 
profits last year. 

A longside changes in 
the Belgian banking 
sector have been 
changes at the top of Garter- 
ale's parent SGB. 

Suez Lyoxmaise, the 
French utility group which 
has 63 per cent of SGB. 
appointed Christine Morin- 
Postel, a restructuring spe- 
cialist chief executive , of 
SGB, provoking speculation 
that her mission was to 
rationalise further the once- 
mighty holding company. 

Selling its stake in G4n£r- 
ale de Banque would provide 
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funds to develop Tractebel, 
the fast-growing energy and 
utility group which is now 
SGB’s biggest asset 

Many analysts believe 
Tractebel was the real prize 
which enticed French utility 
group Lyoumaise des Eaux to 
merge with Compagnie de 
Suez last year, and that the 
new Suez Lyonnaise is not 
overly interested in SGB's 
other businesses. 

Fortis, in which SGB also 
has a stake, would be an 
obvious candidate to buy 
SGB’s share of G6n£rale. The 
Belgo-Dutch financial group 

last December increased 
from 50 per cent to 75 per 
cent its stake in the formerly 
state-owned CGER-ASLK - 
another Belgian banking and 
Insurance business which 
analysts say could be a good 
fit with General e. 

As early as last autumn, 
Maurice Uppens. Fortis 1 Bel- 
gian chairmnn l was hinting 

he favoured a tie-up between 
G6n£rale and CGER-ASLK 

Such a deal would have 
the added attraction for Bel- 
gians of enabling Generate 
to remain essentially a Bel- 
gian bank - a Grande 
Banque Beige, albeit smaller 
than the one hoped for. 

But with rumours of inter- 
est in G€n€rale from some of 
Europe's leading banks. For- 
tis could face a battle for 
Belgium's biggest banking 
asset. 

Neil Buckley 


Terms 
set for 
German 
bank deal 


By Andrew Fisher 
in Frankfurt 

Bayerische Verelnsbank 

win, as expected, have the 
dominant .weighting fn its 
merger with Bayerische 
Hypotheken- und Wechsel- 
Bank to create. Germany’s 
second hipest bank. 

The two banks announced 
yesterday that the exchange 
ratio in the merger contract 
to be voted on by sharehold- 
ers will be three Veretns- 
bank shares for four Hypo- 
Bank shares, in addition, 
each Hypo-Bank shareholder 
will receive a cash payment 
of 26 pfennigs a share. 

' Further details of the 
agreement- will' be 
announced by tbe banks 
today. Each bank's share- 
holders will vote cm it at 
annual -meetings in May. 

Analysts had expected 
Verelnsbank to emerge with 
a higher weighting. The 
ratio - working out at 
roughly 1-3 Hypo-Bank 
shares far one of Vere ins- 
bank - is based on an audi- 
tor’s valuation and has still 
to he legally approved. 

The two banks also 
released preliminary details 
of their 1997 profits which 
show a sizeable improve- 
ment. Veretnsbantes operat- 
ing profits after risk provi- 
sions rose by 23 per emit to 
around DM2bn (6 1.1 bn), 
with Hypo-Bank's op by 17 
percent to DMUbn. 

Verelnsbank. raised its 
risk provisions, by 15 per 
cent to just over DMSOOm, 
while those of Hypo-Bank 
are roughly unchanged at 
DMi.Sbm Both basks pro- 
pose to pay unchanged divi- 
dends. Their combined total 
assets are DM815bn; . of. 
which Verelnsbank accounts, 
for DM449frnu or 55 percent. 
• Deutsche Bank. - Ger- 
many's hugest, said total 
assets rose 18 per cent last 
year to DMl.JLOObn. The rise 
reflected increased invest* 
meat banking activities and 
an 8 per cent rise in lending 
volume to DM445bn. The 
bank has already said oper- 
ating profits would be about 
one-third lower, at DM4bn. 


Dresdner deal 
completes Bank 
Austria sell-off 


By Wiliam Hall in Zurich 

The Austrian government 
has severed its ties with 
Bank Austria, the country’s 
biggest, by selling its 
remaining 9.6 per cent stake 
in an unusual SchSbn 
(S389m) block trade with 
Germany's Dresdner Bank. 

Dresdner won an auction 
among six international 
banks, including Salomon 
Brothers, Goldman Sachs 
and Warburg Dillon Read, 
for the right to buy 6.6m 
Bank Austria shares from 
Austria’s PTBG. part of the 
state-owned post and tele- 
communications business. 

However, as part of the 
deal it had to agree to keep 
2m shares on its books, 
which will be ofiered to Aus- 
trian retail investors over 
the next three years. 

Bank Austria's ordinary 
shares closed at Sch790 on 
Monday and the competing 
banks had been asked to 
submit their bids by Tues- 
day morning. 

Dresdner Kleinwort Ben- 
son. Dr es drier's investment 
banking arm. yesterday com- 
pleted the placement of 4.6m 
shares. Bank Austria’s 
shares closed Sch30 higher 
at 5chS2Q following the 
announcement of a deal 
which has been in prospect 
for months. 

Tbe Austrian government 
has been under pressure to 
sell its stake since it sold 
Creditanstalt Bankvereln, 
the country's second biggest 
bank, to Bank Austria in 
January last year. 

The Austrian opposition 
had argued that selling the 


shares of one state-con- 
trolled bank to another quasi 
state-controlled bank did not 
constitute “privatisation'’. 

The sale has been compli- 
cated by the fact that until 
recently Bank Austria's ordi- 
nary shares were twice as 
highly valued as the more 
marketable preference 
shares, and the bank had 
issued a substantial amount 
of new equity over the past 
year to pay for its Schl7J2bn 
acquisition at Creditanstalt 

The margin between the 
two shares has since shrunk 
to around l per cent because 
the preference' shares have 
substantially outperformed 
tbe ordinary shares. 

The government’s room 
for manoeuvre has also been 
restricted since the stock 
market knew about the 
March deadline for the share 
sate imposed by the opposi- 
tion; that it did not want to 
sell the stake to a single 
buyer, such as a. foreign 
bank; and that it wanted to 
give Austria’s retail inves- 
tors an opportunity to buy 
shares in the country’s big- 
gest bank. 

An international second- 
ary offering of Bank Aus- 
tria's shares was ruled out in 
favour of the deal with 
Dresdner Kleinwort Benson. 

The government at one 
stage held iQ&n shares in 
Bank Austria. When it 
sought tenders for its stake 
test October it owned 8J8m 
shares. It is understood to 
have been steadily selling 
the ordinary shares, which 
helps explain why the price 
is below its 1993 peak of 
Scbl.255. 


EUROPEAN NEWS DIGEST 


Debt levels fall 
at Olivetti 



Srf SfSSSSX EeSn a year 
under LLOOObn t?536n0. The group also revealed that 
early figures for 1998 show “significant growth • ^ con ’ 
solidated revenues for January increasing 2.4 per cent 
over a year earlier to L329^bn. _ 

The gains in January reflect strong growthat OmmteL 
the group’s telecommunications operations, 1 wherereve- 
nnes increased 175 per cent to L226bn. The ; debt Sgares. 
disclosed after a board meeting reviewed the prelunhmy 
1997 results, reflect the positive impact of the group s 
Testracturing under Roberto Ctolamnno, who-took over as 
(±iefe3fecutiveto Septe^h^J« , 1996 when tbe company 
appeared near collapse. Olivetti’s actual financial require- 
ment, before LL230bn of extraordinary Items which 
included the Ll.llBbn received from Mannesmann m Sep- 
tember. as part of the two companies’ telecommunications 
alliance, fell from L667bn in 1996 to L450ni. 

Olivetti amfinned it would report a consolidated profit 
on revenues for the whole of 1997 after suffering a string 
of heavy losses. Consolidated revenues fell 4 A per cent to 
LS^SSbn. The board was also told that negotiations over 
the merger of its OVsy systems and services subsidiary 
with Wang Laboratories of the US were “proceeding satis- 
factorily". PaulTaylar 

m MEDIA ALLIANCES 


Mediaset in talks with News Corp 

Mediaset, the Italian television broadcaster, is in informal 
t rtvr -with Rupert Murdoch's News Carp as part of its plan, 
to cement international alliances, Fedele Confalotuen 

Mediaset, chairman, said. 

Mr Conlalanteri denied the talks were about News Corp 
acquiring s majority stake in the Italian broadcaster. He 
did not provide details, other than that the group was 
seeking international alliances. “You can't be in the tele- 
vision business today if you don’t have international alli- 
ances, and you can’t lbnit yourself to just television." he 
said. . “So what is so strange about talking with Murdoch?" 
Mr Confolonleri added that reports that Fininvest, the 
hnirfingr company, planned to sell its majority stake in 
Mediaset to News Corp were unfounded. 

Allian ces were a logical step for a company such as 
Mediaset wnd Mr Murdoch is “one. of the most interesting 
interlocutors," Silvio Berlusconi, Fininvest owner, said. 

Reuters, MHan 

SWITZERLAND . 


Watchdog halts Ebner boy-backs 

Switzerland's new takeover commission has blocked a 
SFrZShn f$L7bn> share buy-hack by three quoted invest- 
ment funds belonging to Martin Ebner. one of Switzer- 
land’s most active investors. The commission has recom- 
mended against the buy-backs proposed by Pharma 
Vision, BK Vision and StiUhaKer Vision. It said they con- 
flict with new takeover rules. 

Last week, Mr Ebner's BZ Cteoup, which administers 
neariy SFr20bn of investment funds, announced plans to 
buy back up to 13per cent ofthe capital of Pharma 
Vision, 15 per cent of BK Vision,' and 8 per cent of StiDhal- 
ter Vision. BZ Group, which already controls almost two- 
thirds ofthe capital ofthe three funds, wanted to repur- 
chase the shares in order to im p ro v e returns to sharehold- 
ers. Mr Elmer's funds do not pay dtvidends.and do not . 
trade at a discount, which is often a reason given for 
share buy-backs. 

BZ Trust said it was surprised by the derision but 
would hot comment farther until it bad studied the com- 
mission’s statement. Until recently Swiss rules on take- 
overs and sharestake^ disclosure, have been considerably 
more lax than in other^ countries. However, Switzerland 
has been tightening up its regulations and the decision to 
chal l enge Mr Ebner. often regarded as one of the coun- 
try's most successful investors, will be seen as ah impor- 
tant test of the new regulatory regime. 

William Hall, Zurich 

OIL V . .. . . • .. 


Saga undeterred by price falls 

Saga Petroleum, Norway’s biggest non-state producer, 
said yesterday it had no immediate plans to scale back 
activities' because of the fall In oil prices thin year. Should 
the situation continue, however, it would be able to waiiB 
a “controlled adjustment”, it said as it announced 1997 
results. . ....... 

It reported a fall in net profits from NKrL23bn to 
NKr93Im ($122m), as operating profits totalled NKr3.15bn 
compared with NKr3.49bn- Eamings per share were 
NKr6.74 against NKiU95 last Htop The weak profits, 
despite a rise in revenues from NKr7.66bn to NKr9.19bn, 
were blamed on writedowns and production problems. 
“We are not satisfied with the operating result," said 
Asbjom Larsen, president and chief executive officer. The 
company said an increase In production, by around 50,000 
barrels of oil equivalent a day. was lower than budgeted, 
and it was forced to write down the Durward and Daunt- 
less fields on the UK continentaJ shelf, which reduced 
operating income by NKrS54m. Saga also had problems 
with production from an umber of fields on the Norwe- 
gian shell incteding Vigdis and Snorre. - 

Reuters, Oslo 

COMPUTERS 


Bull to omit dividend. 

Bull, the. French computer specialist, has decided not to 
pay a_djvidend. in spite of reporting a 60 per cent advance 
from FFr376m to FFr603m (399m) in annnai net profits. 
Guy depanafieu. chairman, made the disclosure yester- 
day as he fleshed out details of Its performance following 
preliminary figures eaxhar this month. 

The improvement at the net level masked a s tagnation 
m the company’s operating margi n, which edged down 
r ni riL* >er cen * hr 3 per cent of turnover after FFr2S0m 
of resMIIing costs had been taken into account The com- 
pany said that, in addition, efforts to refocus arid adapt its 
migration services business had involved ‘surmiemai- 
tary costs” and squeezed profits. Mr de Panafieu said it 
wras clear the group would substantially improve its oper- 
^ margin^ 1998. ^'company also fnew 

^f^M^niaa^Jnciadlng a new software division 
that will be managed from the US. David Owen, Paris 
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COMPANIES AND FINANCE: THE AMERICAS 


Ziff- 



float aims to raise $460m 


By £>«nton ' 

in San Francisco 

Softbank, the J^wnese^uhtb^ia 
conglomerate, moved -yesterday to 
reduce its debt load and boost Its 
share price by announcing the flo- 
tation of rtslargestTJS subsidiary. 

Ziff-Davis. . which incorporates 
Softbank’s US computer publishing 
business and trade shows such as 
Comdex, will be’ floated on the New 
York Stock Exchange in April, the 
company said yesterday. 

The offering is intended to raise 
about $460m.’ Softbank, which is 


cbotroDed by Masayoshi Son, the 
Japanese entrepreneur, will retain 
. a majority stake in the new unft. 

The sale at Ziiff-Davi? shares cm 
the public market, together with 
hew debt financing, wiu allow the 
company to repay Sl-&bQ of the 
unit’s borrowings from the parent 
comp a n y. 

in turn, this will allow Softbank. 
, which has faced questions in 
Japan about its financial stability, 
to reduce the debt built up in an 
acquisition spree in 1995 and 1996 
T which now amounts fo$5.4bn. 

By establishing a value for Ziff- 


Davis cm the New York market, 
which prices technology companies 
more generously than does Tokyo. 
Softbank intends to demonstrate 
that its share price is undervalued. 

On the basis of earnings multi- 
ples of comparable companies, Ziff- 
Davis may be worth as much as 
$4bn, making it the most valuable 
computer marketing organisation 
in the US. 

For a period Last year. Ziff-Davis 
alone was probably worth more 
than the market value of the entire 
Softbank group, which also 
includes Kingston Technologies, a 


packager of computer chips, and 
stakes in ventures such as Yahoo!, 
the internet media company. 

The IPO will be lead-managed by 
Morgan Stanley, the US investment 
bank. It will be co-managed by 
Merrill Lynch, Goldman Sachs and 
DU. 

Softbank’s first significant 
investment in the US came in May 
1995, when the group paid SSOOm 
for Comdex, an organiser of the 
annual computer fair in Las Vegas 
and other trade shows. 

in November 1995, the group, 
which helps high-tech companies 


market themselves, spent a further 
S2.1bn on Ziff-Davis Publishing, 
whose output includes PC Maga- 
zine and ZD Net. 

The company's shares were hit 
by speculation that the cash flow 
from these acquisitions was insuffi- 
cient to service the debt incurred. 
The shares have regained some of 
their value since Softbank, which 
bad been traded over the counter 
in Tokyo, moved to the first sec- 
tion of the Tokyo Stock Exchange, 
on which most blue-chip Japanese 
companies are traded. 

They closed yesterday at Y4.500. 


CBS counts the cost as 
Dream Team dumped 


By Paul Abrahams 
in Nagano 

Last year, Dominik Hasek 
was the National Hockey 
League’s Most -Valuable 
Player. Yesterday, he may 
have cost CBS. the US broad- 
caster, a fortune. 

An extraordinary perfor- 
mance by the Czech Repub- 
lic^ goalkeeper was the 
main reason why Team USA, 
the co-favourites with Team 
Canada, were unceremoni- 
ously ousted from the ice 
hockey tournament in the' 
biggest upset yet in the 
Nagano Olympics. - 

The US lost 4-1, after the 
left-handed Hasek saved 38 
of the 39 shots on goal made 
by the star-studded Ameri- 
can squad of NHL players. 


The US Dream Team's 
unexpected exit was bad 
news for CBS. which paid a 
record. *375m for the US 
Olympic broadcasting righ ts , 
and was -already suffering 
from disappointing ra ti ngs. 

The hockey, together with 
women’s figure skating, 
should have been the main 
plank in CBS's Olympic 
schedule. Without a US team 
in the tournament, ratings 
could fall further, obliging 
the broadcaster to pay back 
advertisers if viewing figures 
fall below promised mini- 
mum levels. Some advertis- 
ers have . paid as much as 
$475,000 for a 30-second slot 

Up to Monday, the average 
ratings for the games were 
16.4 - or 16.4 per cent of all 
US television households - 


compared with the 19.6 CBS 
had guaranteed advertisers. 
This was 37 per cent behind 
the previous games in Lille- 
hammer and 15 per cent 
behind those in Albertville 
in 1982. 

‘Yes', ratings in the first 
week were down on Lille- 
hammer and Albertville,” 
admitted Dana McClintock. 
director of Olympic commu- 
nications for CBS. “And yes. 
clearly Team USA’s perfor- 
mance is a disappointment.” 

But Mr McClintock put a 
brave face on the situation. 
“Look. 170m Americans have 
. watched the . Olympics at 
some point. You couldn't 
expect a repeat of Ulleham- 
mer. That was. magical, 
il gt i rnfiig in a bottle.” 

He said the Nagano games 



Show-stopper: Czech goalie Dominik Hasek fends off another US attack 


wm t 


had their own successes. 
“The women’s hockey [won 
by the US] got good ratings. 
And you still have figure 
skating with Michelle Kwan 
and Tara Lipinski. In the 


February sweep, when we’re 
compared with the other net- 
works. we’ll still have the 
largest [audience] share, and 
by a bigger margin than at 
Albertville. Besides, this was 


a Dream Tournament, not 
just a Dream Team. There 
are NHL players in all the 
remaining teams in the 
hockey tournament. So the 
US going out isn't so bad." 


Chief of 
Visa to 
take early 
retirement 


By John Authors - 
in New York 

Edmund Jensen, chief 
executive of Visa. Interna- 
tional, the world's largest 
hank card association, yes- 
terday announced that he 
was to retire early at the. 
. gqd; of this year, heating' 
y what is' likely to. he' a. 
i fierce co m pe titi on to , sue-' 
| ceed him.’ 

Mr Jensen, who Is 60 and 
'. had been expected to serve 
;• for another’ three years, 

! made dear he was leaving 
for personal reasons. . ■ 

He wlD be a' member of 

* the committee which 
appoints his successor. This 

- win took at applicants both 
: from within Visa, and from 
. elsewhere in the financial 
services and telecomixraxtica- 
tions industries. 

Visa currently dominates 
^ the market for dutrge cards 
and transactions, with 56 

• per cent of total global card' 
transactions by volume, up 
from 53 per cent when Mr 
Jensen took over at the 

< beginning of 1994. 

It has increased its lead 
over both MasterCard and 
American Express in that 
time. Total annual volume 
of payments using Visa has 
more than doubled during 
his tenure, from $520hn to 
$Z,Z00bn. 

Under his- leadership. Visa 
has developed itself as more 
of a brand-marketing organ- 
isation - " 

Mr Jensen predicted this 
trend would continue and 
that Visa would need to 
extend its brand to cover 
smart cards, which carry 
embedded computer chips, 
and internet commerce. 

He said the biggest issue 
for his successor would be 
competition from new 
' sources, particularly gener- 
ated in the high-technology 
and so ftwa re industries, 
“There’s competition 
Which hasn’t existed before 
which will emerge. For 
example, you hear of affi- 
ances between Microsoft and 
First Data Corporation, or 
that Oracle is developing a. 
network computer card. 

When yon think of what's 
possible with these technol- 
ogies there’s bound -to be 
new competition.'’ 

He added: “There are cer- 
tain geographic areas I 
would.; have liked to have 
penetrated in a greater way: 
certainly India, and also 

Germany.* : 

His successor will also 
have to confront a long-ran- 

wtng Department of Justice 
investigation into the ™les 
set by MasterCard and Visa 
which bar their member 
banks from offering Ameri- 
can Express as a compebtor- 
Mr Jensen said Ws deci- 
sion to leave had been very 
difficult, it was motivated 
bv a desire to have more lei- 
sure time and to pot some 
energy into dealing with 
inner-iity problems in 

the 05. 
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JP Morgan in Korean swaps dispute 


By Tracy Corrigan 
hi New York 

Korean finanriaT institutions 
are disputing payment of 
nearly $S0Qm owed on swaps 
transactions to J.P- Morgan, 
sparking controversy about 
the enforceability of finan- 
cial contracts .hi Korea as 
the country negotiates loan 
extensions with foreign 
banks. . "r 
, . William Daly, US com- 
merce secretary, appeared to 
give support to US institu- 
tions in a. ^^eht^L]Sgqal . 


quoted on news agencies. He 
said: “Obviously one would 
not want, in tbjg difficult 
time, to be under the impres- 
sion that some of our con- 
tracts are not going to be 
lived up to." • 

The US-based investment 
h ank yesterday sued Boram 
Bank, a Korean bank, for 
$180m In damages in a US 
district court in New York 
for failing to honour a swap 
agreement 

. Last week, J.P. Morgan 
sued Housing and Commer- 
cial Bank and SK Securities 


for $300m for failing to guar- 
antee contracts with invest- 
ment companies controlled 
by SK Securities and Shin- 
segi Investment Trust Both 
actions were taken after SK 
Securities took legal action 
in Korea to prevent Boram 
from paying swap liabilities 
to J.P. Morgan. 

One US banker said: “If 
the principle is established 
that Korean companies can 
get the courts to tamper 
with agreements with for- 
eign lenders,_then there is a 
kit of potential for mischief. ” 


It is not yet clear whether 
the problem extends to other 
foreign banks, which may 
not yet have taken action, or 
whose swap payments may 
not have fallen due. But 
some bankers said the epi- 
sode was embarrassing for 
the Korean government, 
which is currently asking 
foreign banks to roll over 
corporate debt. 

“The Korean government 
is in the middle of asking the 
investment world to extend 
bank debt to Korea, but they 
are struggling to eliminate 


default problems.” said one 
banker. “This is a growing 
problem as Korea seeks to 
restore the confidence of 
international investors." The 
problem is also embarrass- 
ing for J.P. Morgan, which 
played a leading role in debt 
negotiations with Korea. 

In its fourth quarter earn- 
ings statement. J.P. Morgan 
said that S5S9m of swaps and 
loans in Korea Thailand and 
Indonesia were “non-per- 
forming assets", but the 
bank did not need to make 
additional provisions. _ . . 

! . * L . • 


AMERICAS NEWS DIGEST 


CSC promises 
response to bid 

Computer Sciences Corporation plan? to respond to 
Computer Associates International's $10? a share hostile 
tender offer on Thursday or Friday. CSC said. 

“We anticipate either Thursday or Friday -.ve v. ill bat e 
a complete response to the offer.” n said. are review- 
ing it very thoroughly, carefully looking at ail potential 
options.” 

CSC said its board planned to meet before responding, 
but declined to say when the directors would convene to 
consider the CA offer, which is north $9. Inn e;: eluding 
the assumption of STOOru id CSC debr. It also declined to 
say if the board would be considering possihlt? other 

offers. 

CA turned its unsolicited bid for Computer Sciences 
into a hostile tender offer after floating a sweetened CSC 
bid over the weekend that drew no interest. 

Yesterday, a person close to CA said that investment 
bankers representing the companies hud discussed a 
value that could be placed on CSC in a friendly deal - 
$114 a share. But the hostile tender price was put back to 
the original $10$ in part to discount the additional costs of 
a hostile deal versus a friendly combination. 

Reuter?.. ,\eu York 

■ COMMUNICATIONS EQUIPMENT 


Lucent to fund new technologies 

Lucent Technologies, the co mm unications equipment 
manufacturer spun off in 199* fay AT&T, has formed a 
venture capital fund to in', est in new technologies. Its 
chairman will step down to head i he unit. 

The new venture. Lucent Venture Partners, will lie 
funded initially with SlOOm and seek investments in 
emerging technologies such as data networking, semicon- 
ductors and communications software. Lucent said. 
Henry' Schacht. chairman, ulll step down and become 
chairman of the new fund. 

Separately. Lucent said it approved a two-for-one stock 
split and raised its quarterly dividend. Its stock was up 
S3 {J at S96' s in early trading on the New York Stock 
Exchange. Reuters. New York 

M TELECOMMUNICATIONS 


US West unit targets local states 

US West's unit US West Communications Group said it 
planned to seek permission to offer long-distance services 
in several states within its home region during the first 
half of 1998. 

"In the first half of this year we expect to make multi- 
ple filings." said Robert Tregemba. chief operating officer 
of US West's long-distance unit. Mr Tregemba declined to 
name the specific states US West plans to target, or the 
price level at which it will begin offering long distance 
service. Upon entering the long-distance market. Mr Tre- 
gemba he said the company aimed to reach Slbn in reve- 
nues in the third full year and up to S4bn in revenues for 
the first five years cumulatively. 

Under the 1996 Telecommunications Act. regional Bell 
operating companies such as US West are not allowed to 
offer long-distance services in their core markets until 
they have opened their local telephone markets to compe- 
tition. So far. four long-distance applications by Baby- 
Bells have been rejected by the Federal Communications 
Commission. Reuters. New York 


Searle, Pfizer in drug link 


By Tracy Corrigan 

.G. D:. Searle, . the 
pharmaceuticals business of 
Monsanto, and Pfizer, the 
US-based healthcare busi- 
ness, have agreed jointly to 
market Celecoxfb. a new 
arthritis drug developed by 
Searle, in the US. 

Celecoxfb, soon to he filed 
for approval by- the US Food 
and Drug Administration, is 
seen as an important hew 
drug in the anti-arthritis 
market, currently estimated 
to be worth $l.8bn in US 
sales annually and $5.8bn 
worldwide. •. 

The drug-will be marketed 
by Yamanouchi Pharmaceu- 
tical to Japan, and a further 
agreement with Pfizer cover- 
ing the rest of the world is 


expected to be completed 
within weeks. 

Celecoxib. which will be 
marketed worldwide under 
the trademark Celebra. is 
currently in Phase in trials, 
the final stage of research 
before being submitted for 
approval for the treatment of 
osteoarthritis and rheuma- 
toid arthritis. 

The drug also has poten- 
tial .in the treatment of 
Alzheimer's disease and can- 
cer. the companies said. 
Searle plans to submit new 
drag applications with the 
.FDA and international regu- 
latory agencies later this 
year. 

“Celecoxib promises to 
bring relief to millions who 
suffer from arthritis and rep- 
resents a major medical and 


commercial opportunity for 
both Searle and Pfizer," said 
Henry McKinnell, executive 
vice president of Pfizer and 
president of the Pfizer Phar- 
maceutical Group. 

The terms of the agree- 
ment are undisclosed, but 
Searle will receive an S8m 
upfront payment. 

The drug works by inhibit- 
mg an enzyme which causes 
inflammation. An estimated 
40m Americans suffer from 
arthritis, and the number is 
expected to increase as the 
population ages. The US 
Centers for Disease Control 
and Prevention projects that 
60m Americans will be 
afflicted by arthritis by 2020. 

Pfizer shares were up 2 per 
cent in morning trading at 


US tech stocks cash 
in on IPO rebound 


D oubleclick, a New 
York-based online 
advertising network; 
is expected this week to float 
an initial public offering of 
2 -5tn shares, as companies 
move- to take advantage of a 
strong rebound to the US. 
IPO market in recent weeks. 

Shares of Doubleclick are 
expected to- be priced 
between $12 and $14, which 
would value the deal at 
between $30m and $35m. The 
company's shares could be 

bid up sharply in coming 

weeks since Doubleclick is 
the. first fully . web-based 
company of its kind .to go 
public. 

DoubleClick's IPO comes 
at a time when the US mar- 
ket for new offerings has 
experienced a turnround in 
recent weeks. -. 

In tire wake of the US mar- 
ket’s plunge in late October 
US ' investors preferred 
blue-chip shares to riskier 
small company stocks . The 
result was a slowdown .in 
IPO launches in late Novem- 
ber which lasted until mid- 
January: only recently have 
shares, of small-capitalisation 
stocks turned higher. 

But with the US markets 
performing strongly again - 
the Dow Jones Industrial 
Average and the Standard & 
poor’s 500 index have 
reached new highs in recent 
weeks - analysts say the 
red-hot IPO market Is back. 


“We’re a bit ahead of 
where we stood a year ago. 
with $3. 34 bn in deals [to 
date]." says Richard Peter- 
son, of Securities Data. 

Among the more success- 
fix! IPO deals of recent weeks 
was VeriSign, an online 
security service, which went 


VeriSign, an 
online security 
service, went 
public late last 
month at $14 a 
share; the shares 
were trading at 
$31*4 early 
yesterday 


public late last month at $14 
a share; the. shares were at 
$31 Vi early yesterday. 
CdNow, the online music 
distributor, went public on 
February 10 at $16 a share, 
and was at $ 21 % yesterday. 

Doubleclick, which was. 
founded in early 1996, sells 
online advertising services 
to companies that manage 
websites. 

With DoubleClick’s tech- 
nology. a company can tar- 
get specialised advertising to 
individuals on a particular 
website. The choice of ads 


can be tailor-made, based on 
an individual's responses, in 
order to feed those ads to an 
individual that he or she will 
most likely respond to. 

The company's revenues 
reached $30 .5m in 1997, with 
a net loss of $8 -5m. In recent 
months Doubleclick has 
expanded overseas, in an 
attempt to increase its web- 
based advertising business 
in the UK. Europe and 
Japan. 

Although highly regarded 
as a leader in its online 
niche, analysts say Double- 
Click faces challenges ahead. 
“In the online advertising 
management space that they 
are in, there is substantial 
competition," says Jill 
Frankie, analyst at Interna- 
tional Data Corporation in 
New York. 

There is also the question 
of when the company will 
make profits. “The challenge 
for Doubleclick is [that] this 
is a low margin business." 
said Keith Benjamin, manag- 
ing director at BancAmeriea 
Robertson Stephens in San 
Francisco. “They serve 
mainly second-tier websites 
and are very dependent on 
AltaVista [the search engine 
service created byDigital 
Equipment]." 

Goldman Sachs is lead 
underwriter for the Double- 
Click IPO. 

John Labate 


This announcement appears as a snatitr of recorj only. 
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Continental 


Offering of 11,847,600 Secondary Shares 
by way of Accelerated Bookbuilding 
at DM40.50 per Share 


The undersigned acted as joint lead managers for this transaction. 


Salomon Smith Barney International Norddeucsche Landesbank 

Girozencrale 
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Russian oil group hits back at critics 


By Chrystia Freeland in Moscow 

Yuksi, Russia's largest oil 
company, yesterday sought to 
defend itself a gains t allegations It 
has abused the rights of minority 
shareholders by announcing the 
creation of a new body to protect 
shareholder rights. 

The announcement comes the 
day after the Federal Securities 
Commission. Russia's stock market 
watchdog, punished both Yuksi 
and Sidanco. another big Russian 
oil company, for mistreating 
minority Investors. 


A spate of controversies over 
shareholder rights has damaged 
Russia's reputation among foreign 
investors and pushed the issue to 
the top of the country's political 
agenda. 

Yuksi said yesterday it would 
seek to resolve the dispute by 
es tablishing an international board 
of western consultants and bankers 
to create a "charter” to ensure the 
company does not violate share- 
holder rights. The company would 
not say who would be on the board 
nor how its recommendations 
would be implemented. 


The oil giant also attacked some 
its most aggressive critics, alleging 
that under the guise of defending 
shareholder rights, they were seek- 
ing to “greenmail" the company. 

"Vocal greenmailers are now 
using the western media to pursue 
unreasonable returns on their 
investments in Russia, seeking to 
align themselves with the legiti- 
mate expectations of other minor- 
ity shareholders.” Mikhail Khodor- 
kovsky. president of Yuksi, said. 

However, representatives of Ken 
Dart, the US plastics magnate who 
has led the campaign against 


Yuksi. strenuously denied the 
claim. “It is absolute rubbish. We 
have never sought preferential 
treatment We are seeking fairness 
for all shareholders." said Michael 
Hunter, president of Dart Manage- 
ment 

Mr Hunter welcomed the Rus- 
sian authorities' ruling this week 
against Yuksi. but said he had 
little faith the company's proposed 
charter for minority shareholders 
would be effective. 

"While we would welcome genu- 
ine reform. Yuksi’s deplorable 
record suggests that investors 


should look to what it does, not 
what it says." he said. 

Yuksi's shareho lder rights initia- 
tive coincided with further efforts 
by Sidanco, which faced official 
censure this week, to defend its 
record. 

Sidanco, whose closed convert- 
ible bond issue was cancelled by 
the Federal Securities Commission, 
issued a statement Insisting that 
the planned issue had been legal. 

The oil company also said that it 
hoped to reach soon a settlement 
with its aggrieved minority inves- 
tors. 


Tough message for regional_advertisers 

The downturn is set to cause budget cuts and redundancies 



A Thai family in a 
television advertise- 
ment eats plain rice 
and stares at a Osh. 
suspended from a light 
fitting - an allusion to the 
Thai phrase “eye food", 
which means you can look, 
but cannot have. The fish 
starts talking, urging the 
family to save money by 
using fluorescent lights. 

Times are just as hard for 
the region's advertising 
industry, which has become 
one of the first casualties of 
the economic downturn. The 
impact is set to shrink agen- 
cies' budgets, shift the bal- 
ance of power, hit marketing 
strategies, and affect the 
media that carry the clients' 
fading messages. 

“Without question this 
will be the worst downturn 
in regional advertising, if it 
isn't already.” says Allen 
Chichester, chairman of Leo 
Burnett for Greater China. 
He predicts cuts of between 
20 per cent and 30 per cent 
in many Asian markets. 
Some big companies in 

Media spending 


Asian 

aftershocks 


Thailand and Indonesia have 
already stopped advertising 
altogether. “Everybody, 
across the board, has cut 
drastically.” says Yuska 
Ismail, chairman of the Indo- 
nesian Advertising Associa- 
tion. That has had a big 
impact on the media, with 
some newspapers ceasing 
publication and television 
stations cutting hours of 
broadcasting. 

Some areas are bearing up. 
at both company and coun- 
try level. While advertising 
by travel luxury goods and 
investment banking compa- 
nies has been hammered, 
cigarettes and beer brands 
have proved relatively 
robust. 

China has remained 
largely insulated from the 
downturn, and some of 
Korea’s biggest conglomer- 
ates have maintain ed aggres- 
sive campaigns. A handful of 
multinationals are even seiz- 
ing the opportunity to win 
market share, increasing 
their spend on advertising 
and marketing. 

“Our attitude to the eco- 
nomic blip in Thailand is to 
go ahead and aggressively 
build our brand,” says Kirk 
Wheeler. Coca-Cola’s 
regional manager for south- 
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east and west Asia. “There 
will be a substantial increase 
in our investment in adver- 
tising and marketing this 
year." 

The US xnoltinationa] did 
the same thing jn Mexico 
when that country was hit 
by crisis, picking up about 10 
percentage points of market 
share. But while advertising 
theory and Coca-Cola's expe- 
rience support the strategy, 
few are similarly inclined. 

“Everyone knows the the- 
ory, but in practice everyone 
is caught in the squeeze,” 
says Rick Osborn, president 
of Bates Asia. 

Another executive says: 
“This region-wide impact on 
bottom lines means there are 
very few dollars companies 
which can move into invest- 
ment mode. We just aren't 
seeing many take advantage 
of market share opportuni- 
ties." 

F or many in the indus- 
try. the decline is 
exacerbated by the 
rapid growth over recent 
years. The consumer boom 
and the fast rise in dispos- 
able incomes fuelled double 
digit increases in advertising 
expenditure, drawing most 
of the big international agen- 
cies to the region and spur- 
ring the development of 
local rivals, not all of which 
will survive. 

For the big international 
advertising agencies, the 
new situation may bring 
competitive benefits. "Multi- 
national ad spend is more 
resilient because they have 


Aracruz faces ‘very 
difficult’ first quarter 


By Geoff Dyer 
in Sao Paulo 

The global pulp industry is 
going to face a “very diffi- 
cult” first quarter as a result 
of the Asian economic crisis, 
according to Aracruz Celu- 
lose. the Brazilian puip 
producer. 

Luiz Kaufmann. chief 
executive of Aracruz, which 
is one of Brazil s largest 
exporters, said that reduced 
demand in Asia and price- 
cutting by Asian competitors 
had caused prices to fall by 
an average $100 a tonne 
since the beginning of the 
crisis. 

However. Mr Kaufmann 
predicted that conditions 
would improve in the second 
half of the year if the 
economic situation in Asia 
stabilised. 

He said that inventory 
levels were lower than at the 


same time last year. 

Although competition 
from Asian rivals would be 
intense in the short term, 
the Asian crisis would bene- 
fit the rest of the industry in 
the medium term. 

“There will be no new 
money for Asia, so new pro- 
jects in the area wiD be put 
on hold.” be said. 

Mr Kaufmann was speak- 
ing as Aracruz. the world’s 
largest producer of bleached 
hardwood kraft pulp, 
announced a 54 per cent fall 
in 1997 profits as result of 
lower financial income and 
higher production costs. 

Net income, which fell by 
67 per cent in 1996. was 
US$59. 7m. compared with 
$126 -5m. 

Revenues slipped from 
$491. lm to $487. 7m. 93 per 
cent of which came from 
exports. 

Mr Kaufmann said finan- 


cial income from the group’s 
STOOm cash pile had fallen 
after it hedged all its expo- 
sure to the Brazilian real, 
prompted by fears of an 
accelerated devaluation of 
the currency against the US 
dollar. 

The decision was taken 
before the Asian crisis led to 
a speculative attack on the 
real. 

However. Aracruz saw no 
benefit from the sharp rise 
in interest rates the govern- 
ment announced to defend 
the currency. 

Production costs were 
higher in 1997 after a 
modernisation programme 
led to extended plant 
closures. 

Mr Kaufmann said that 
the average production cost 
would fall from $290 a tonne 
m 1996 to S270 a tonne this 
year as a result of the 
programme. I 


revenue streams from out- 
side Asia.” says a sector 
consultant 

But it is still painful “In 
T hailan d there are agencies 
offering to produce TV com- 
mercials for no thing ." says 
one advertising executive. 
“That is desperate, and it 
becomes very hard for any- 
one to make money." 

Employees will feel the 
pinch and Mr Chichester at 
Leo Burnett predicts redun- 
dancies. 

The nature of regional 
advertising may also face 
adjustments. Cathay Pacific, 
the Hong Kong-based airline 
which has been hit hard by 
the economic downturn, 
plans to maintain its market- 
ing budget, but says it will 
make significant shifts in 
how and whore it is spent 

Direct mar ketin g and fac- 
tual publicity about special 
offers and fare cuts may 
become more prominent 
than loyalty-building 
campaigns. 

“There is a major differ- 
ence between advertise- 
ments for brand building 
and short-term sales," says 
Joop Broeren, chief execu- 
tive for Hong Kong and 
C hina at McCann Erickson, 
which bandies the Cathay 
account 

Tim Foley, director of 
media at A. C. Nielsen in 
Hong Kong, says: “Almost 
certainly the crisis will lead 
to a change in the style and 
the message of advertise- 
ments.” For example, adver- 
tisements flaunting wealth 
and riches, he believes, will 






Areas such as beer and cigarettes are bearing up wonfcaGatxxt 


appear insensitive at a time 
of rising unemployment 
hardship and in their place, 
advertisements carrying 
nationalistic messages may 
emerge. 

In Indonesia, the Sari Ayu 
cosmetics company already 
campaigns under the slogan 
“I love Indonesian products”. 
The message may help to 
win disenchanted consum- 
ers, but for the advertising 


industry, the message is one 
of pain. 

John Ridding, 
Ted Bardacke and 
Sander Thoenes 

This is the ninth in a series 
on the effects of the Asian 
crisis. Previous articles 
appeared on, January 27. 28 
and 30 and February 4, 6. 10. 
11 and 17 


Usinor upbeat as profits 
jump 37% to FFr2. lbn 


By David Owen in Paris 

Usinor, the French 
steelmaker, yesterday 
unveiled a 37 per cent 
advance in annual profits 
accompanied by a more 
modest 10 per cent dividend 
increase. 

The improvement, from 
FFri.5bn to FFr2.1bn 
(S343.2UJ) after making 
allowance for a FFr3 00m 
restructuring provision, was 
in line with analysts* expec- 
tations. 

The shares slipped 
slightly to close down 5 cen- 
times or less than I per cent 
at FFr87 -25. 

The performance - with 
profits still far below the 
group's 1995 record of 
FFr4.43bn - followed a 
mixed year in which Usinor 
lost the contest for Spain's 
Aceralia. but brought Uni- 
metal. its problem unit, to 


the verge of break-even. 

The group indicated Uni- 
m6taL a rod business, was 
likely to make a small oper- 
ating profit this year, 
against a FPr320tn operat- 
ing loss in 1997. 

Francis Mer, the long- 
serving chairman, said he 
was “confident" for 1998, 
particularly with dollar 
exchange rates expected to 
stay at satisfactory levels. 

Analysts appeared to 
share his optimism. 

"1998 is going to be a fan- 
tastic year," said Terence 
Sinclair, steel analyst with 
Salomon Smith Barney in 
London. 

While Mr Sinclair 
acknowledged that the 
Asian crisis was likely in 
due course to have “a griev- 
ous effect" on European 
steel prices, from Usinor’s 
viewpoint this was a prob- 
lem that would need 


addressing in 1999 rather 
than in 1998. This is because 
of the comparatively high 
proportion of the company's 
output tied to long-term, con- 
tracts. 

Operating profit rose from 
FFr2.5bn to FFr3.6bn on 
turnover only marginally 
ahead at FFr72bn, compared 
with FFr71.lbn. Net profit 
per share climbed from 
FFr6.12. to FFr8.45. An 
increased dividend of 
FFr3.30 a share was pro- 
posed - up from FFr3. 

Mr Mer acknowledged 
that the group, like others, 
was keeping its eyes open 
for Asian bargains, 
although it did not . have 
“gigantic ambitions" in the 
area. 

Discussions were under 
way with Cockerill Sambre. 
the Belgian group with 
which Usinor may form a 
partnership. 


EUROPEAN NEWSDIGEST 

Demand holds 

for polyolefins 

The Aslan, financial crisis has so far had fitfie impact on 
European demand and prices for polyolefins, the raw 
material from which plastics are made, accordingto 
Borealis, the joint venture between Norway’s Statoil and 
Neste, the Finnish oil refiner. 

It said there was still strong demand at the end of last 
year, which had continued tins year. However, Svein Ren- 
namo. chief executive, warned: “So far we have seen no 
impact on prices, but there may be some impact on 
demand later tins year.” Borealis, Europe’s leading poly- 
olefin producer, exports about 10 per cent of its output 
to Asia, but less than 5 per cent to the worst-hit Asian 
countries. 

Turnover rose 17 per cent from DKrl5.60bn to 
DKrl&2Sbn ($2.62bn) last year, while operating profits 
leapt from DKr790m to DKrl.TSbn. Pre-tax profits were up 
88 per cent from DKr870m to DKrl.64bn and net profits 
rose from DKr754m to DKrL36bn. “It was a very good 
year for us" said Mr Rennamo. "Not only was the market 
good, but we were able to increase profits by internal 
improvement efforts.” 

Neste announced last autumn that it planned to sell its 
50 per cent share in Borealis to International Petroleum 
Investment Company of Abu Dhabi, and OMV, the Aus- 
trian oil and gas company. This change of ownership is 
linked to the acquisition by Borealis of PCD, the Austrian 
polyolefins producer, which would lift Borealis to fourth 
- in the global ranking of polyolefin producers. 

Borealis said yesterday that final negotiations on the 
deals were under way. “I am very optimistic that we shall 
see a finni solution within a short period of time," Mr 
Rennamo said. Hilary Barnes. Copenhagen 

■ PHARMACEUTICALS 

Novo Nordisk plans stock options 

Novo Nordisk, the Danish industrial enzymes and phar- 
maceuticals group, plans to introduce stock options for 
about 300 executives this year. The group announced the 
move yesterday as it unveiled a 51 per cent increase in 
the dividend for 1997, to DKr5.75. 

Pre-tax profits rose 25 per cent to DKr3.lSbn ($454m; 
last year, on a 14 per cent increase in turnover to 
DKr 16.93b n. Earnings per share rose to DKr29.48 from 
DKr23.98. Novo Nordisk's B shares dosed at DKrl.040, up 
DKr7.8G. Almost one-quarter of last year's operating prof- 
its of DKr3-05bn came from licence income, which rose 42 
per cent to DKr728m- About 85 per cent of this derived 
from sales of its antidepressant Serolxat/Paxil. "Novo 
Nordisk maintains its objective of an annual increase in 
operating income of at least 15 per cent although the 
growth rate in 2000 could be slightly lower/' the company 
said- Hilary Barnes 

■ DANISH BANKING 

Bond gamble hits BG Bank 

A losing gamble on the Danish bond market cost BG 
Hank', Denmark's, third largest bank, more than DKrSOOm 
($11 5m) last year, when the portfolio value adjustment 
swung from a surplus of DKr4l4m in 1996 to a deficit of 
DKr405n>. The loss drove the operating profit down from 
DKrl.93bn to DKri-31bn and the net profit from 
DKrl.40bn .to DKr977m. The share price fell DKrl7 on 
Tuesday. and by aq other DKr6.yestenlay to dose at , 

DKr409. ; ~ ■ ■; 

Mr Henrik Thufeson, chief executive, said interest rates 
had moved in the opposite direction to what the bank 
expected last year, when it invested in short-maturity, 
high-yield bonds. “We took one on the nose last year," he 
said. ; Hilary Barnes 

■ POLAND ' ' ’ . 

Daewoo upbeat on car investment 

Daewoo, the South Korean industrial conglomerate, yes- 
terday sought. to allay fears about its commitment to a 
$i.5bn investment programme in Poland's car industry. 

Jin Chul Suk, Daewoo managing director at its FSO plant 
in Warsaw, said yesterday: “We may even be investing 
more." Mr Suk was attempting to dispel concerns that the 
crisis in South Korea would lead to a reduction of Dae- 
woo's motor industry investments abroad. He said Dae- 
woo’s investment plans for the motor industry remained a 
top priority for the company. 

Mr Suk said it was too early to say how talks, on 
co-operation between Daewoo and General Motors wo uld 
affect the companies in Poland, where both have Impor- 
tant investment programmes. The FSO plant is Daewoo’s 
flagship investment in Poland. The Korean company 
already spent $830m on developing production capacity 
from about 120.000 vehicles at the b eginning of the 1990s 
to a planned 350.000 by the end of the decade. This year 
Daewoo will spend a further $360m on plant and buildings 
at FSO. It is also developing a delivery van plant in Lub- 
lin in eastern Poland. 

Daewoo is in direct competition in Poland with Fiat of 
Italy and Opel. General Motors' German subsidiary. Sales 
in the country totalled about 480,000 vehicles last year, 
roafcto g it Europe’s second fastest growing market 

Christopher Bobmski, Warsaw 
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COMPANIES AND FINANCE: UK 


Bid to take Christies private founders 


By David Blackwell 

SBC Warburg DU] cm Seed's 
attempt to take Christies 
International private founds 
ered yesterday on the twin 
nicks of price and complex-, 
ity. ■ 

The auctioneer, which is 
due to announce its 1997 
results today, said the talks 
had come to an end without 
any agreement on a proposal 
that could be recommended 
to shareholders. 

SBC Warburg put together 


the SSOOm <$835m) approach, 
but Is understood to have 
been unable to move above 
the Christies' board's 'mini- 
mum target of 300p a share. 

One observer said it was 
not surprising that the board 
considered 300p unrepresen- 
tative of the 'value of the 
business. 

“Anyone getting, it at that 
level would be getting it 
cheap - there are only two 
players in this -market and 
the barriers to entry are 
huge." 


Warburg said it had been 
successful in putting 
together a consortium of 
individuals with high net 
worth. 

Relations with Christies 
had remained good through- 
out the talks, which first 
surfaced on .December 10. 
“But after long and detailed 
discussions we realised we 
could not reach an agree- 
ment" 

Christopher Davidge, 
Christies’ chief executive, 
said there was nothing 


wrong with the concept The 
art market could see the 
value of a private Christies 
and the value, of having a 
consortium of knowledge- 
able people as the main 
shareholders. 

However, the board had 
been equally happy for the 
group to remain listed. 

Warburg said from the 
start that any offer would be 
made only with the auction- 
eer's recommendation. This 
surprised some in the City 
as the approach was led by 


Brian Keelan, a swashbuck- 
ling defier of conventions. 

Analysts suggested that 
Mr Keelan had once again 
come up with an innovative 
deal. He would be disap- 
pointed at failure - "but 
some deals come off. and 
some do not". 

Details of the consortium 
of six individuals have 
remained secret. But it is 
almost certain to have 
included Joe Lewis, the 
Bahamas-based billionaire 
who bolds 29 per cent 


Travel companies worry that Iraq crisis could hit business to the Middle East 

Airtours first-quarter loss deepens 


By Scheherazade 
Daneshkhu 

Airtours. the UK’s second 
largest tour operator, yester- 
day reported a 43 per cent 
increase in first-quarter 
losses after lower demand 
for holidays, in Scandinavia 
and start-up costs in Calif- 
ornia. 

Pre-tax losses increased 
from £i2.1m to £i7.3m 
(528.9m) in the three months 
to December 31 on sales up 
22 per cent to £463. 3m. David 
Crossland, chairman, said 
the costs of expansion would 
lead to increased first half 
losses, but that, summer 1998 
bookings were up on last 
year. 

In Scandinavia - where 
the group makes a third of 
its profit s - increased mar- 
keting costs to raise market 
share in Finland and flight, 
delay costs caused operating 
losses of £2m compared with 
profits of £2. 5m. 

It said sales of 1997-98 win- 
ter holidays were ig> by 8 per 
cent compared with last 
year, but profit margins 
would be affected by the dis- 
ruption of tour business in. 
Egypt. Airtours moved its 
Seatomg cruise ship from the 
Nile to the Canaries and 


stopped selling holidays to 
Egypt' 

“The Gulf war. T«gt time 
made a significant difference 
to all travel companies,", said 
Thn Byrne, finance director. 
“It could have a serious 
effect on business to the 
.eastern -Mediterranean but 
these destinations do not 
open until the end of April 
.so we will play it by ear." 

All travel companies are 
concerned that the political 
crisis in the Middle East 
could have a serious effect 
on business to the region, 
and halt the recovery of 
tourism in Egypt 

However, most operators 
said bookings to destinations 
such as Cyprus. Turkey and 
Malta, which had been badly 
affected by the 1991 Gulf 
war, were up on the same 
period last year. 

Thomson, the UK’s largest 
tour operator, said: “Things 
are still looking good, 
though obviously that could 
change rapidly depending on - 
what happens.". 

It has laid contingency 
plans to withdraw holiday- 
makers from countries such 
as Israel and Turkey if ten- 
sion mounts once the sum- 
mer holiday, season there 
has begun. 



Airtours’ MS Seawing cruised out of the Nile after the Luxor terrorist attack 


Thomson stopped selling 
holidays to Egypt after the 
massacre of 58 tourists near 
Luxor in November. It plans 
to begin flying to Egypt 
again in May. but would be 
guided by Foreign Office 
advice. . . 

Somak Holidays, an Inde- 
pendently-owned group spe- 
cialising in travel to the Mid- 
dle East and Africa, said 
other regions would be likely 


to benefit were there to be 
an attack on Iraq. 

"Last time we saw traffic 
to India and the Far East 
affected because of no-fly 
zones," said Ash Sofat, man- 
aging director; "But we 
found a lot going south to 
Kenya and southern Africa, 
especially Zimbabwe.” 

Thomas Cook, the high 
street travel agent, said 
Egypt continued to attract 


tourists while Dubai bad 
sold well as a long weekend 
destination attracting duty- 
free shoppers, particularly 
over Christmas. 

Thomson said: "We’ve had 
some calls from customers 
concerned about Tunisia, 
but otherwise there are are 
no signs that people are 
uncomfortable." 

Airtours shares rose 6p to 
423Vap yesterday. 


Woolwich pay-back moves lift sector 


By Christopher 
Brown-Humes 

Woolwich- yesterday ignited 
shares in the banking sector 
when it unveiled a £104m 
(Si 74m) special dividend and 
plans to bur back, some of 
its shares later this year, • 

It also reawakened consol- 
idation fever in retail bank- 
ing by saying it was open to 
"mergers and Joint ven- 
tures". '- 

Woolwich shares surged 
6.5 per cent to a record 
395%p. Hopes of pay-outs 
from other banks fuelled 


rises across the sector, led 
. by- Alliance & Leicester, up 
5.5 per cent, and Bank of 
Scotland, up 5.2 per cent. 

Woolwich, was presenting 
its first figures since it con- 
verted, from a b uildin g soci- 
ety to a £5bn listed bank 
last June. Pre-tax profits for 
1997 were up 7 per cent at 
£402.4m. after conversion 
costs of £53m. 

The group also said that 
about 25 per cent of senior 
management had left 
because of cultural changes 
linked to its transition. 

Woolwich plans a special 


dividend of 6.5p on top of a 
6.5p final and a 3p interim, 
taking the total 1997 pay- 
out to 16p. This is worth 
£105 to an average small 
shareholder with 650 shares. 

It also plans to ask share- 
holders for permission to 
buy back up to 10 per cent 
of its shares later this year. 

Robert Jeens, finance 
director, said the total value 
of the special dividend and 
buy-back would be “between 
£200m and £3 00m.” 

“We will hand back as 
much as we can as long as it 
is tax efficient and provided 


we can find shares in the 
market at the right price.” 

But he implied that the 
company would be reluctant 
to buy back its shares at 
much more than 400p a 
share. “It is a very unusual 
position for a bank to be 
rated so highly that a share 
buy-back might not enhance 
earnings," he said. 

After the cost of the spe- 
cial dividend. Woolwich esti- 
mates it has £67 lm of sur- 
plus capitaL 

John Stewart, chief execu- 
tive, struck a cautious note 
on cash acquisitions in the 


UK, saying prices were so 
high they were “likely to 
destroy shareholder value". 
But he did not rule out 
moves to expand in conti- 
nental Europe, and said the 
company was still open to 
“mergers and joint ven- 
tures” in the UK “We have 
a few things we are working 
on, but nothing we would 
wish to disclose at this 
time." he said. 

Woolwich has indicated it 
would most like to expand 
in areas like long-term 
savings and investment 
prod nets. 


of Christies’ shares. 

Christies’ full-year results 
have been brought forward 
to today following the due 
diligence over the past cou- 
ple of months. They are 
expected to show it main- 
taining its lead over 
arch-rival Sotheby’s. 

First-half profits were 
£19m on sales of S123m. The 
SSKm sale of the art collec- 
tion of Victor and Sally Ganz 
in New York is expected to 
be one factor in sales hitting 
£i-2bn iast year. 


Delays 
hamper 
Federal 
Mogul bid 

By Roger Taylor 


Federal Mogul is in danger 
of having to ask for a second 
extension to the closing date 
of its £1.5bn i$2.5bn) bid for 
! T&N. the UK engineering 
group, further delaying the 
date at which T&N share- 
holders will get their cash. 

Negotiations with the com- 
petition authorities in 
Europe and the US are tak- 
ing longer than expected and 
may not be completed in 
time for the March 6 closing 
date for the bid. 

The company has offered 
to sell businesses with sales 
of about £i00m to reduce its 
position in the bearings mar- 
ket. T&N and Federal Mogul 
were two of the biggest com- 
panies in the bearings mar- 
ket and this has proved the 
area of greatest concern to 
the competition authorities. 

Federal Mogul said the dis- 
posals figure was in line 
with the company's projec- 
tions at the time it made the 
offer. It bad no plans to offer 
any further concessions and 
was simply waiting for the 
regulators' decision. 

T&N said yesterday that it 
was confident the bid would 
proceed but added that the 
company remained in a 
strong position whatever the 
outcome after unveiling a 
strong set of results for 1997. 

It reported pre-tax profits 
well ahead of analysts’ 
expectations at £190m com- 
pared with a loss of £388m in 
1996 after £5I5m of provi- 
sions against asbestos-re- 
lated claims. Turnover fell 
from £2.04bn to £L88bn. 

Operating profits were 
down at E177m (£179m) after 
£10m of bid costs. However, 
the pre-tax line was lifted by 
£14.5m of profits on dispos- 
als. Earnings per share were 
22.9p compared with losses 
of 75.4p in 1996. 


Virgin fans cola war flames 

John Willman looks at competing campaigners in the cola market 

T he cola war has flared rt, Wn nftYiir rnia murirnt ' ; ' ticket, you can’t invest ii 
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LEX COMMENT 

Woolwich 


Sotrc* DatosvNinflCV 


Bank sector valuations are 

in danger of entering Alice Woolwich 

in Wonderland territory. 

That is the inference of the Share o™" s*™* flotation "strive 
conundrum Woolwich ftsb Weaa Banhs ador 
faces. It wants to return 

some of its excess capital 95 _ . 

to shareholders, but is 

wary of buying in its own 90 l— 

shares at current heady , 

valuations for fear of dtiut- 85 ~ 1- — Jjji'iPjf- 

lng its earnings. Yet one of rt F 

the key factors driving the 80 \ — f ~\~K — 

price to this level is pre- \ J Ij 
cisely the hope that the 75 

management will return 70 . , . . . 1 . . 

excess capital. jui \vn 98 

The other, of course, is the 5^ 

expectation of deals in the 

sector. But here the same problem arises: at current 
prices, acquirers will struggle to make acquisitions where 
returns cover the cost of capital. All of this suggests a 
correction in prices is necessary. Certainly Woolwich 
itself is not cheap on a multiple of about 19 times 1998 
earnings. But when the music stops, it will probably be 
one of the winners. A strong franchise in the south of 
England, coupled with loyal customers, make it a tasty 
target both for acquisitive banks and life insurance com- 
panies. 

If anything, the results yesterday will have won it new 
friends. It is succeeding in expanding its non-interest ' 
income, and there is some confidence that the cultural 
change the company boasts about is more than simply 
words. All the recently converted building societies have 
learnt to talk the language of value. But Woolwich's 
pragmatic approach to capital management, and the infu- 1 
sion of new management talent, suggests a greater ability : 
to deliver than some of its peers. 


CWC in link 
with Northern to 
upgrade network 


By Alan Cane 

Cable & Wireless Com- 
munications yesterday 
bowed to the inevitable and 
committed £400m (S668m> to 
rejuvenate its ageing UK 
national telephone network. 

The upgrade will be car- 
ried out in collaboration 
with Northern Telecom, the 
Canadian telecoms manufac- 
turer. 

Constructed in the early 
1980s for Mercury Communi- 
cations using a backbone of 
optica] fibre, the original 
network was state-of-the-art 
but now lacks capacity and 
is becoming Increasingly 
costly to maintain. It is not 
well suited to carrying data 
traffic, the fastest growing 
area of the transmission 
business. 

Graham Wallace, manag- 
ing director, said the com- 
pany was having to turn 
away some customers seek- 
ing data transmission ser- 
vices because the network 
could not cope. He said the 


group planned to become 
number one in datacoms, 
overtaking British Telecom- 
munications and RacaL 

The upgrade should result 
in a network capable of 
expansion to meet the needs 
of all CWC’s customers, pro- 
viding services from simple 
data transmission to video 
on demand and "quality 
voice over the internet". 

The £400m is part of the 
£lbn CWC committed to 
spending on improving its 
network when it floated last 
year. The hardware is expec- 
ted to come from Northern's 
manufacturing plants in the 
Irish Republic. 

CWC said the upgraded 
infrastructure would incor- 
porate the most advanced 
transmission technology - 
synchronous digital hierar- 
chy. 

Mr Wallace said he expec- 
ted to announce within 
weeks whether Microsoft or 
Oracle of the US had won 
the contract for the interfac- 
ing software. 


T he cola war has flared 
up again, and once 
more Richard Bran- 
son's Virgin Cola is the 
cause. 

And, as in so many cam- 
paigns, the main battle is 
being fought out on the pro- 
paganda front. 

The upstart Virgin, 
launched less than .four 
years ago in a typically 
Bransonesque publicity blitz- 
krieg, denies it has suffered 
a dramatic loss of market 
share, as reported in the 
Financial Times last we ek. 

The rest of the industry 
pooh-poohs Virgin's claims 
that it is within st r i kin g dis- 
tance of overhauling Pepsi, 
and says it has failed to 
make any lasting impact 
For the disinterested 
observer, it is hard to dis- 
cern which way the battle is 

going, clouded as it is in a 
fog of partial figures, claims 
anH counter-claims. 

One thing is indisputable, 
however, because Mr Bran- 
son said it himself in a letter 
published in Tuesdays FT. 
virgin expects to build "a 
very respectable share of the. 
soft drinks market around 
the world" over the coming 
years. 

But it is also indisputable 
that there is a long way to 
go to achieve that aim, even 
In the UK market 
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Virgin Is losing market 
shar e here rather than gain- 
ing it, with about 3 per cent 
of sales in the last 12 weeks 
compared with an average of 
some 4 per cent for the 
whole of last year. 

Part of that drop can be 
accounted for by Pepsi’s 
December promotion of "buy: 
one, get one free" - a strat- 
egy known in the trade by 
its acronym, 'bogoff. . 

Virgin's market share fell 
from 4.7 per cent in the four 
weeks to November 29 to 
23 per cent in December. 

What is worrying for Vir- 
gin is that even though the 
Pepsi offer ended at Christ- 
mas its share has barely 
revived at 2^ per cent in the 
four weeks to January 24. 

Much of the growth last 
year can . be attributed to 
new outlets such as Safeway 


and Asda. Like-for-like sales 
are falling in many outlets 
where it has been stocked 
throughout last year. 

The group is unfazed, how- 
ever. promising a marketing 
drive that will restore its for- 
tunes in a product sector 
where market share is 
famously dependent on pro- 
motion. 

“We have Coke and Pepsi 
in our sight-lines," says Nick 
Kirkbrlde. Virgin Cola’s 
managing director. "Coke is 
in a phenomenally strong 
position, but Virgin is a 
brand which is much stron- 
ger than Pepsi." 

Virgin’s strategy is to 
leverage the s trength of its 
brand in markets where it 
has appeal - including the 
US, where Coke and Pepsi 
are dominant: 

“You can’t buy a Pepsi air 


ticket, you can’t invest in a 
Pepsi personal equity plan or 
buy a Pepsi pension," says 
Mr Kirkbride. “When we are 
stocked side by side, we out- 
sell Pepsi week-in, week- 
out." 

. The rest of the soft drinks 
industry affects public indif- 
ference to the pretensions of 
the newcomer. 

Coca-Cola, for example, 
will say only that it does not 
regard other colas as rivals. 
It is the rest of the drinks 
industry where it sees the 
challenge - echoing the aph- 
orism of Roberto Goizueta, 
its late president, that the 
group's true rival was tap 
water. 

However, the claim that 
Virgin Cola is in any posi- 
tion to challenge Pepsi for 
the number two position in 
the UK - as claimed recently 
- is seen as laughable by 
most industry observers. 

"The idea that Virgin can 
take on Pepsi and Coke is 
just daft," says one rival. 
“Even if he had the 
resources, he couldn't do it - 
and he doesn’t have the 
resources." 

Short of resources he may 
be. but Mr Branson Is not 
yet ready to run up the 
white flag. This war will 
have to run its course a little 
longer before the outcome is 
beyond doubt. 
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Peter Hancock; London 
Kevin Moore, London 
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Tim Peat, .London . ; v ' 

Suresh Wadhwani /‘London 
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INTERNATIONAL CAPITAL MARKETS 


Profit-takers ignore economic data 


GOVERNMENT BONDS 


By Simon Davies in London 
and John Labate 
in New York 

Government bond markets 
were hit by a bout of profit- 
taking yesterday, despite 
data in the US and Germany 
which pointed to continuing 
economic weakening. 

David Keeble. bond strate- 
gist at Credit Suisse First 
Boston, said: "The markets 
are a little tired, they've 
been rallying for a long time. 
But the situation still 
remains favourable, and it's 
hard to see a story that says 
you should be selling 
bonds.” 

US TREASURIES gave 
way to profit-taking in spite 


of a surprisingly weak report 
on producer prices. By early 
afternoon the 30-year Trea- 
sury bond was down Vi to 
104%, sending the yield 
higher to 5.831 per cent 
Shorter-term issues were 
akn down slightly, with the 
two-year note off A to 100 A. 
yielding 5.356 per cent while 
the 10 -year note fell V« to 
100 A- yielding 5.4?1 per cent 
Analysts were surprised 
by a sharp 0.7 per cent drop 
in January producer prices, 
led by a 3.7 per cent decline 
in energy prices. It was the 
third consecutive decline in 
the overall PP1 figure, and 
led some analysts to remark 
that wholesale price defla- 
tion had emerged. 

Lower wholesale prices 
would generally be a bullish 


factor for the bond market 
since it would reduce the 
threat of the Federal Reserve 
raising short-term interest 
rates in the near term. 

But traders used the event 
to pare their holdings. “The 
market's down for technical 
reasons, with people taking 
profits.’’ said Ken Fan. US 
government bond strategist 
at Paribas Capital Markets. 
“The market is still fairly 
bullish.” 

In a separate report hous- 
ing starts in January 
remained strong, declining 
by a slight 0.3 per cent 

GERMAN BUNDS moved 
higher in the morning, after 
the announcement of the Ifo 
business confidence index, 
which was even weaker than 
had been projected. The 


Spain issues first 
30-year euro paper 


INTERNATIONAL BONDS 


By Edward Luce 
and Samer Iskandar 

The Kingdom of Spain will 
today issue the first euro- 
denominated bonds with a 

30- year maturity. The issue 
- which will actually carry' a 

31- year maturity, to match 
an existing domestic govern- 
ment bond with which it will 
be merged after European 
monetary union - will sig- 
nificantly extend the euro 
yield curve. 

Recent euro-denominated 
offerings, including bonds by 
L-Bank and Italy, have 
focused on the 10-year sec- 
tor. Only Abbey National, 
the UK bank, has issued five- 
year paper. 

"Spain saw it as a good 
opportunity to make its 
mark at the longer end of 
the curve,” said a member of 
the syndicate, which com- 


prises Barclays Capital. 
Credit Suisse First Boston. 
Deutsche Morgan Grenfell 
and Santander Investment. 
“It also makes sense, consid- 
ering how cheap it is to raise 
longer-term capital at the 
moment” 

The bond will be priced 
flat to the domestic bono and 
at a spread of around 15 
basis points over French 
OATs. They will be priced 
this morning. 

SANTANDER, Spain's 
largest bank, issued DM500m 
of 10-year euro-tributary 
bonds, which will be fungi- 
ble with recent issues in 
Dutch guilders and French 
francs. 

The bond, which was lead 
managed by Barclays Capi- 
tal. was priced to yield 36 
basis points over German 
bunds - a significant pick-up 
to where AAA-rated paper is 
trading. Santander is rated 
AA. 


"There is a dearth of AA 
paper in the 10-year D-Mark 
sector right now.” said a 
syndicate official. The bond, 
which also saw strong 
demand from UK investors, 
tightened by about half a 
basis point after launch, 
according to bank officials. 

L-BANK. the state develop- 
ment bank of Baden Wuert- 
temberg. launched Its first 
dollar-denominated global 
issue - Slbn of 10 -year 
bonds. Salomon Smith Bar- 
ney. joint lead manager with 
Lehman Brothers, said the 
issue had achieved its aim of 
"broadening L-Bank ’s inves- 
tor base”, with US investors 
buying up to one-fifth of the 
amount The remainder was 
mainly sold in Asia and con- 
tinental Europe. 

Salomon said the paper 
was priced in line with com- 
parable issues and offered a 
pick-up over bonds by KfW. 
the German federal develop- 


Bundesbank’s monthly 
report also showed no signs 
of inflati onary pressures. 

Moreover, the auction of 
DM7.59bn of five-year bonds 
was heavily oversubscribed, 
with total bids of DM28£bn. 
This bodes well for France's 
auction of five-year paper 
today. 

Nonetheless, the down- 
ward shift on Wall Street 
took bunds with it. and the 
March future settled 0.18 
lower at 107.65. Turnover In 
London was active, with 
over 192.000 contracts 
traded, op from 176.000. 

Philip Tyson, senior inter- 
national economist at HSBC 
Markets, said: “The market 
has slipped back a little, in 
line with Treasuries. But I 
would not look for this set- 


back to be sustained. The 
yield curve has been flatten- 
ing for the last few w eek s, 
and the fla t teni n g trend is 
one that should continue, 
particularly between the 
10-years and 30-years.” 

UK GILTS continued to 
underperfarm, yesterday giv- 
ing way to concerns after 
the release of relatively 
strong retail sales data. 

The year-on-year growth 
rate Is now &9 per emit, the 
highest since mid -1588, sug- 
gesting that the Bank of 
England monetary policy 
committee’s next decision on 
Interest rates could be a 
tight one. Analysts pointed 
out that the increase fol- 
lowed heavy discounting by 
retailers before Christmas, 
and that inflationary pres- 


sures remained subdued. 

Nonetheless, the March 
contract fell % to settle at 
123% an relatively heavy vol- 
ume of 98£)0 contracts. The 
spread against bunds contin- 
ued to widen, to 110 basis 
points, up six points in the 
past two trading days. 

ITALIAN BtPs outper- 
formed the core European 
markets, as investors contin- 
ued to focus on the potential 
for interest rate cuts in the 
lead-up to European mone- 
tary union. Much oif the 
action was at the shorter 
end of the yield curve, and 
the gap between two-year 
and five-year bonds widened 
by seven, baas points. 

But the 10-year fixture also 
fared relatively well, settling 

just 0.02 down at 118 . 62 . 


New international bond issues 


■ US DOLLARS \ 

Premier Auto Trust 96- 1(a)* 
M Start ey Aircraft Fin(b} 
Baderv-Wuerttemberg L-Fin 
Fad Nad Mortgage Assoc(c) 
Bank of Western Australia? 
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'■ STEHLMG 

Abbey Nad Treasury Services 

■ SWISS FRANCS ' 

JFM 

■PESETAS 

European Inve stment Bank 

■ .CANADIAN DOLLARS *,•; 
Commerzbank AG 
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ment agency. “There is a 
huge pool of investors to be 
tapped in the US.” said a 
member of the syndicate. 
“US investors compare 
issues like this one to bonds 
by state and federal agen- 
cies, a structure they are 
familiar with.” 

The launch was helped by 
last week's tightening in 
bond spreads on the second- 
ary market A flood of new 


issues since the be ginning of 
the year had caused spreads 
to widen. The 10-year area 
was particularly hit 
• Cades, the French state- 
backed entity responsible for 
repaying the accumulated 
debts or the social security 
system, yesterday appointed 
Merrill Lynch as lead man- 
ager for its forthcoming ster- 
ling bond debut 
The planned deal, whose 


terms and timing will 
depend on market condi- 
tions. will aim to diversify 
Cades' investor base. - 
Earlier this year. Cades 
launched its first euro-tribu- 
tary bonds - two tranches of 
identical bonds in French 
francs and D-Marks which 
will be merged into a single 
euro-denominated bond after 
the introduction next year of 
the single currency. 


CAPITAL MARKETS NEWS DIGEST 


Fimat traders 
plan to strike 

Traders from Fimat the fixtures brokerage^ or French 
bank Soriete Gdnfirale, are understood to be planning a 
strike for tomorrow, according to trade^m ^ns. ^e 
move, by Fimat employees working on the floor of MatU, 
the derivatives exchange, would follow similar actions in 
recent weeks by employees of several leading 
institutions, as well by locals - self-employed traders who 
speculate with their own money. 

Executives at Fimat in London were not available for 

comment yesterday. „ , _ . 

T^v-aic kicked off the series of strikes on February 2. to 
protest against the introduction of electronic trading by 

MatiLParesco, the brokerage arm of Compagme Pan- 

Spring de Rfiescompte, yesterday -said its traders, who had 
been on strike since last Thursday, bad returned to work, 
Paresco was the second largest participant on Matif in 
January. 

A strike by floor traders at Finacor, France s largest 

derivatives trading company, was resolved last week. 
However, employees at Staff; a smaller company, were 
still on strike yesterday. 

Locals and floor traders employed by banks are opposed 
-to electronic trading, which matches buyers' and sellers’ 
orders automatically. 

Matif recently merged with the Society des Bourses 
Franpaises, which runs the stock exchange, and Monep. 
the equity options exchange. Trading in Matif s futures on 
the CAC 40 stock market index will move to the SBF’s 
electronic platform - NSC-VF - in April- Trading in exist- 
ing bond and interest rate derivatives will also move to 
the screen-b as ed system, but simultaneous open outcry 
trading wiB be maintained. However. all new interest rate 
derivatives to be introduced will be listed on the elec- 
tronic system only. Samer Iskandar and Edward Luce 

■ FRANCE TELECOM 

Fitch IBCA assigns debt rating 

Fitch IBCA, the international rating agency, yesterday 
assigne d a long-term debt rating of AA+ to France Tele- 
com. Short-term debt was rated F1+. The ratings reflect 
the company’s dominant position in the French telecom- 
munications market, as well as its strong links with the 
state. 

Although France Telecom was partly privatised last 
g nmmer and its shares listed in' Paris and New York. 

Fitch IBCA pointed out that the state still owned 75 per 
cent of the shares and could not reduce its stake below 51 
per cent without new legislation. 

France Telecom had net debt of FFrl03bn ($16J83bn), or 
116 per cent of equity, on Jane 30 1997. This indebtedness, 
however, arises from extensive Investments which have 
resulted in a fully digital network. The company also 
transferred its pension liabilities to the French state last 
year; in exchangg far a one-off payment out of its profits 
and cash reserves. Samer Iskandar 
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EMERGING MARKET BONDS 

Red S S P Bid 

Feb 18 d/ne Goupn Rating pnee 

■ EUROPE 

Croatia 02/02 7.000 BBB- 95.5411 

Poland 07/04 7125 BBB- 102 4638 

Ruaad 06/07 10.000 BB- 31.0000 

■ LATH* AMERICA 

ArgMTWta 09/27 9 750 BB 99.2000 

Braoi 05127 10.125 3&- 96.50C0 

Mexico 0526 <1500 BB 121X800 

■ ASIA 

Chna 07/05 7.750 BBB- 105.0814 

Philippines 10/16 3.750 SB* 96.0924 

Thailand (WD7 7 750 BBB- 93.6180 

■ APRICA/MDDLE EAST 


Day's Mtn's Spro 

Bid chge chgo 

yield yld ytt US 


8.33 *0.03 -0 38 *2.94 

6.64 +0.01 -0.02 *1J1 

1160 -0 02 -0.32 +6.15 


9.82 *0.02 -0.55 *4.02 
10.51 -0 03 -0.57 +4 71 

958 *004 -0.34 *3.50 


6.92 -0.11 -0.13 *1.48 
8.19 -0.18 -1.51 *3.59 
3.79 -1.50 *206 -3.34 


Lebanon 

07/00 

9.12S 

B B- 

102.1322 

0.06 

+0.03 

+0^0 

South Africa 10/06 

0.375 

BB+ 

99.1782 

0.50 

-ao? 

-0.03 

Turkey 

09/07 

10.000 

B 

99X490 

10.14 

*008 

+0.34 

■ BRADY BONDS 







Argentina 

03/23 

S.SOO 

BB 

76.0000 

8X5 

*0.03 

-0X6 

Brazi 

04/14 

4.500 

BS- 

30.8300 

9.es 

*0.02 

-0.62 

Medco 

12/19 

6250 

BB 

84 6800 

769 

*0.06 

-0.10 

Venezuela 

03/20 

6.750 

S* 

662500 

6.09 

*0.16 

*0.19 


BOND FUTURES AND OPTIONS 
France 

■ MOTIONAL FRENCH BOND FUTURES (MATIF) FRSOOXXM 

Open Sed pnoa Change hfi^i Low Eat vol. Open ML 
Mar 104.18 104.02 -0.12 104X6 103X8 115X22 123^27 

Jun 103.58 103.44 -0.12 103.66 1D3-48 2.782 13X45 

Sep 103.34 103X0 -0-12 103X4 1D3X4 2 

■ LONG TERM FRENCH BOND OPTIONS (MATIF) 


Jan 

- CALLS - 
Feb 

Mar 

Jan 

— PUTS 
Feb 

5.14 

4.56 

4X1 

. 

0.02 

4.14 

356 

3.68 

- 

0.03 

3.14 

2.61 

2.81 

- 

0.06 

2.14 

1.71 

2.01 

0.04 

CU5 

1.18 

o.» 

1X4 

020 

027 


cst. wt tet* Cato 21.756 Pua 1JX». Prawns ■tor's open «. Cato 77X23 Puts 133X59. 

Germany 

■ NOTIONAL GERMAN BUND RiTURES (LFFET DM250X100 lOOtfta rt 1009t 

Open Sett pnee Change High Low Eat. vol Open inL 
Mar 107X1 107.6S -a 18 107.97 107X9 194053 281507 

Jun 107X1 107.08 -0.17 1(77X9 107X15 2979 16506 

■ BUND FUTURES OPTIONS (UFFQ DM250.000 poMs of 10096 


Strike 

Pnce 

Mar 

Apr 

CALLS - 
May 

Jun 

Mar 

A t* 

PUTS — 
May 

Jun 

10750 

025 

039 

0.63 

0 81 

0.10 

0X1 

1X5 

123 

10800 

0.05 

023 

0.43 

0X0 

0.40 

1.15 

1X5 

1X2 

10850 

0.01 

0.13 

029 

0.44 

0.86 

1.55 

1.71 

1.86 


Eel VOL WML Cato £3£1 Puts 23073. Ptevtous day 's open M. Cato 307099 Puts 335491 


■ NOTIONAL GERMAN BUND (BOBL) FUTURES 
fDTB) DM2 SO. 000 100313 Of 10076 

Open Seophce Change High Low Est. vol Open rn. 
Mar 105X2 105X3 -ail 105.69 105.45 163X86 240.841 

Jul 105.32 10520 -0.13 105X7 10520 5.609 19.013 


■ NOTIONAL GERMAN BOBL FUTURES ftJFFg* DM250.000 IQOihscf 100» 
Open Sett price Orange High Low Esc vol Open wt 
Mar 105.61 1C5.58 -006 105.67 105.57 1.530 17X38 


■ NOTIONAL rT ALLAN OOVT. BOND (BTP) FUTURES 

(UFFET Urz 200m IGOttra c< 1Q0% 

Open Sec price Change High Low 6st wol Open inL 
Mar 118.57 liaei -0.02 118X0 118 53 52083 116907 

Jun 118.15 118.14 - 118.40 liaiO 2290 33575 

■ ITALIAN GOVT. BOND (BTT>J FUTURES OPTIONS (LSTQ Lra200rr IQOfts of 100% 


SWfcB 

Pnce 

Mar 

CALLS 

Jin 

Mar 

PUTS 

Jun 

11850 

02C 

1.05 

0.09 

1.41 

11900 

0 C3 

0.82 

0.42 

1.68 

11950 

001 

0.63 

0X0 

1.99 


Est. Kt total. Cato ZWS Pj* 173a. Pravous day - * Won CJto 81QZS Pura 109115 

Spain 

■ NOTIONAL SPANISH BOND FUTURES (MEET) 

Open Sett pnee Change High Low Est voL Open Int 

Mar 109.00 103 87 -0.15 109.19 108.84 106.577 120.932 

Jun 103.60 108.44 -0.13 108.68 108.45 2.409 852 

UK 

■ NOTIONAL UK GILT FUTURES lUFFE}- £50.000 32rtB til 100W 

Open Sett pnee Change High Low Est vol Open ■ 

Mar 124-05 123-28 -0-12 124-15 123-26 98551 17670 

Jun 1C&-10 T 08-00 >0-12 108-17 1D7-30 6185 26375 

■ LONG GILT FUTURES OPTIONS flJFFE) SS0.000 64ths of 100% 


Est vol Open an 
98551 176701 


Strike CALLS — -- — PUTS 

Price Mar Afr May Jun Mar Apr May Jun 

128 0-58 0 0 0 002 15-00 15-00 15-00 

124 0-10 0 0 0 0-18 16-00 16-00 16-00 

125 0-02 3 0 0 1-10 17-00 17-00 17-00 

Est -OL x«S. C4SJ 3775 Ptto «387 PrenOuS dnVs Open It Cans 74442 Put) 44377 


Ecu 

■ ECU BOND FUTURES /MATin ECU 100,000 
Open Setters* Change H^h 
Mar 1C3.36 102 24 -0 12 10348 


Eat voL Open w. 
20 10.198 


■ US TREASURY 8QNO FUTURES (CBT1 S 100X00 32nd3 of 10094 

Open Latest Cnange High Law Eat vat Open inL 
Mar 122-20 122-09 *0-13 122-26 122-06 316X88 623.610 

Jun 122-10 122-01 *0-15 122-17 121-30 42.990 113X28 


122-OS 122-431 


122-05 121-20 


London dosing. Pncos m USS- 
S ta ndsrd A Poor's raLn^. 


• tottetKiiva Dota/PI" Litomvtfwn. 


Japan 

■ NOTIONAL LON6 TERM JAPANESE OOVT. BOW FUTURES 

fUFFB YtOCn; 1003a of 1C09» 

Open CtoM Change High Low Est vd Open Int 
Mar 129.62 12972 129.62 3794 na 

Jun 1 23.1 5 129X4 129. 1 $ 2289 na 

■ UFPS naves 3*90 Boded on APT. An Ctowi rare* Bg*. are tor wwor day. 


US CORPORATE BONDS 

Day's Mth-s Spr« 

Red S&P Bid Bid chge digs v 

Feb 17 date Coupn Rating price yMd ytd yfd Govts 

Pec BeB 97/02 7X5 AA- 105.1453 5X9 -9X9 -0X» +049 

NY Tel 08/25 7.00 A* 100)4988 6X5 -9X9 -0.01 +1.15 

CWE • 05/08 - &00 BBB .110X648. .6X2 -8X9 -0X»; +LXH^ 

. ■ *;"■ T? ^ * 

G£CC 05/07 a 75 AAA 119X»16 802 -9X9 -0.07 *052 

Banc One 08)02 7X5 A* 104.8429 5X9 -9X9. +0X18 *0X8 

US West 01/07 7X0 BBB* 105X322 6.41 -8X9 -0.14 *0X1 

WMXTech CW99 6X5 K- 10ai248 6.12 -8.99 *0X4 *6.12 

Wa) Mart 05«2 6.75 AA 103X429 5.79 -9X9 -0X2 *0X9 

Dayton Hud 06/21 9.70 BBB* 133.3960 6X1 -6.98 -Q.12 +1X1 

• .agenoes : 

FHLMC 04/07 7.14 N/A 109X148 5X1 -8X9 -0X3 *0X1 

SLMA 03/00 7X0 N/A 103X403 5.49 -9X9 -0X3 +0.16 

FNMA 02/18 8X6 N/A 132^466 ail -9X8 -0X2 +0X1 

FFC8 06«6 8X5 N/A 12a4706 5.60 -9X9 -0X3 +0X0 

« wgkt^d 

Stone Con* 02A31 9X8 8 102X000 0.00 - - • - 

AKSU 12/01 9.13 BB- 106X750 0X0 

Pacalta 06>04 10,75 B- 99.0000 a 00 - - - ' 

New York dmtog. Saucw toteraesve Onta'FT IntormatlarL 

Standard 1 ltoor% adnga. YWds sonLamral baab. 

IIS INTEREST RATES 

fatef Treasury Ms aid Bond Yields . 

Owradi - Twyaa- 5X4 

RW«|£_ 2^1 Tjao nraoh — — — - Tiro year 535 

Broker loaa rate 7L Tlromoato 5.19 Rue ye* in 

ftdXnto aaonso 528 10 -mr SM 

FsdJuaOsB rtmwtlop - One year 52S 30-y« 1 5X2 


BfTERNATKHIAL BOffiE 

Oafa 

Rad - - SAP Bid BIO chge 

Fab 1ft data Coupon -Rating . price yW . ykl 

v-o 

BB 0007 6.760 AAA 105X500 <96 *0X1 

Spain • • 01/07 STM AA 105,1300 5X2 *0X1 

PMpMgnia-.. 08«4 6^75- A 101)4800 5X8: .*003. 

F%tom»«RN 
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yta Qovra 


*0.13 *0.12 

-0.17 *0.18 

-an *0x5 


Acotrta 
Abbey Nat 
G*d Fonder 
3CFFRN 


BB 

Abbey Net 
WNtOtawy 
BBFRN • 


BB 

Drasimrat 
Brtttah Oas 
AttoeyNotFRN 


■ 09/02 3X20 

AA. 100.mi4 

3X0 

■ +0:01 

- 0.12 

-026 


. XTV.V> — 




01/04 5-500 

AAA 104X800 

4.70 

+0X2 

-0X9 

*0.18 

02AM 8X00 

AA 106.1100 

4X0 

+0X1 

-0.10 

*026 

02/04 9.125 

.• A 120X100 

5.10 

*0.01 

-0.11 

*0X6 

12/01 3.750 

AA- 99X071 

4.10 

*0X2 

-0.11 

+0X1 


:.W- vs 




02/07 7X00 

AAA 112.3000 

525 

. 

-0.15 

*0X7 

02KB 8X00 

AA 106.6500 

4X2 

-0X8 

-0.14 

*ai7 

0600 8X25 

’• A 107.6800 

5.03 

-an 

-0.10 

+OA5 

0301 5X25 

AAA 100X802 

4X6 

-0X1 

-0.11 

-0.10 



•r *t 



12A57 7X25 AAA 109X562 6X3 *0.04 

12/07 7.750 AA- 106X102 6.77 *0X4 

03/00 7X25' A* 101X844 ZX5 *0X3 

02/02 7X30 AA 100.1166 6X1 *QX2 


Soucs Irtaracave OataTT Intorma u orL 


BB 

04/07 

7260 

AAA 109.8178 

5X8 

*0103 

ABN Amro 

08/07 

7.125 

AA- 105X808 

62B 

-0X2 

Quebec 

01/07 

7X00 

A+ 104X308 

627 

*0X3 

CttfctXp FRN 

02/0* 

5X38 . 

A+ 992367 

8X9 

+0X3 
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Bayer L-8k 

08m 

9X00 

AAA 119X486 

5.73 

-0X5 

Treontd 

. 054)4 

8X00 

AA+ 114X235 

5.67 

-0X3 

Befl Canada - 

07/99 

10 .es 

A+ 1004543 

5X3 

„ 

DautscfW BFRN 

08/02 

5X75 

AAA 101X114 

5A2 

-0X3 





world Baiih 

03/02 

5X80 

AAA 118X000 

121 

+0X1 

Span 

03/02 

5.750 

AA 117X500 

122 

-0.02 

Cred Fonctor 

08/02 

4.750 ' 

A 112X411 

1.7 1 


UNyFfiN 

07/88 

0.797 

AA 100X452 

042 

*0.03 


vranotant ramz sxai AAA IIBXOOO 1X1 *0X1 *0X8 +0-21 

Speei 03/02 5.750 AA 117X500 1X2 -0.02 +0X7 *0X2 

Crad Fonder ■. OBrtB 4.750 • a 112X411 1.71 - +0X9 *0.71 

aatyFRN . 07/99 0.797 AA 100X452 042 +0.03 *0.12 -0X6 

SSJBS* »» w u. — — ” 


FTSE Actuaries Govt. Securities 


Puce Indksee . _ . „ 

UK Oftta Feb 18 change % Feb 17 imams ytd 

1 Up to 5 yaara (19) 120X4 -0.03 120.66 2.13 . 1X8 5 ym 

2 5-15 years (2® 162.47 -0X1 1B2.B1 2.60 7X8 16 yre. 

3 Over 15 yean (5) 199X4 -0.18 200X0 Z3& 1.14 20 yra 

4 Irredeemables (4) 249.12 -0.33 249X4 3.10 1X7 Ined-t 

5 Afl Stocfs (48) 154.84 -0.14 155.04 2.42 - 1X5 


Accrued xd ad). 

•nteraet ytd 


UK Indices 

jUw coupon iWd-i Ms d ta n coupon yMd ■ - High coupon yield - 
Fftb 18 Feb 17 YT. ago Feb 18 Feb 17 Yr. ago Feb 18 Feb 17 YrTago ■ 

6.13 6.10 6X0 "6X3 6X0 6X7 6X8 6X4 Ron 

5m 5X0 7X7 5X5 5X3 . 7X8 6X7 0,04 7X4 

IS t£ 7 ^ 554 552 733 ** s - 04 ^ 


buto u-B nii^i “ InftadoQ S5t— — inn 

tnd " x ‘* rtl * ,!l — 1 • Feb 18 Feb 17 Yr. ago Fob ie 

6 Up to 5 years O 216.04 -0 05 216.14 2X8 0X0 Up to 5 yra 2X3 2.60 ftfia 162 

7 Over 5 years ( 10 ) 219.02 0X0 219X2 0X3 1X5 Over 5 yra 2X3 2X3 3X6 2 V 1 

8 AS stocks (12) 217X0 -0X1 217X1 0X7 1X7 

Averag# pro redwipra y«to are rawn above. Coupon Band* ism Olt-riwvr MarkweftH-IOMt Htfc liH-wdorw. t FW ytoto. yW Taw to data 

FT Fixed Interest Indices 

Nb 18 Feb 17 Feb 16 Fri» 13 Fib 12 Yr ago Waff Low Fab IS Ftfc 17 Feb 16 Feb 1 

Govt Saca. (UK) 103.93 104.10 103X7 108X5 103X0 96.61 104.10 83X1 FEwd In tarw" imftS liwaa l<win raa+- 
C Fist : ^Ud^lgftft. At righto reienrad. * tar feB7/S& Govemmare S a cuiW ai Ugh Uno* cmutortVxr. VPM naOLOSLtow 40.19 gneum 
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Sterling rises after strong sales data 


MARKETS REPORT 


By Richard Adams 

Strong retail sales in the UK 
and weak producer . price 
data in the US helped stal- 
ling to strengthen during 
trading oln foreign exchange 
markets yesterday. 

The' surprisingly high 
sales figure prompted ana- 
lysts to expect the Bank of 
England to raise interest 
rates again shortly, possibly 
at its next Monetary Policy 
Committee meeting on 
March 5. 

The pound gained more 
than two-thirds of a pfennig 
against the D-Mark during 
the day. to end at DM2.9365. 
Against the dollar - which 
was weaker, against the 
D-Mark - the pound rose by 
almost one cent, to yi .6 413 ; 

Sterling's Bank of England 
exchange rate index ended 
at 105.1 at the close of trad- 
ing. having started the day’ 
at 104.7. 

Earlier, the yen lost 


ground . bn unconfirmed 
reports that the Chinese 
yuan was about to be deval- 
ued by 10-15 per cent Hie 
d ol la r was weakened by US 
producer price data showing 
few signs of inflation. 

■ The pound was boasted 
yesterday by retail sales 
growth twice the size expec- 
ted by the market - giving 
fresh ammunit ion to infla- 
tion bears expecting another 
interest rate increase 

Richard Jeffrey at Charter- 
house Bank said the 'Bank 
would need to raise rates by 
05 per cent at Its meeting in 
March to enable to get itself 
“ahead of the carve” again. 

Dealers responded by buy- 
ing sterling against the 
D-Mark anH the US dollar; 
with the currency- rising 
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swiftly by more than one 
pfennig to above DM249. 

' Some analysts said the 
buoyant sales data was the 
result of deep discounts by 
retailers, and increased price 
awareness by consumers. 

: But. stores selling predomi- 
nantly food, which were not 
1 so involved in the January 

sales, also recorded large 
increases in volumes sold. 
And David Walton, the UK 
economist at Goldman Sachs 
in London, said there has 
been no change in the 
annual rate of the retail 
sales deflator, showing no 
improvement in retail sector 
inflation during January. 

“Whether you look at the 
value data or volume data, 
you reach exactly the samp 
conclusion - retail sales are 
growing much too strongly 
for comfort,” Mr Walton 
said. 

■ The Irish punt continued 
to hover around its lowest 
levels against sterling for 
nearly a decade yesterday. 
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after the Bundesbank's 
monthly report included 
what ABN- Amro described 
as “a somewhat unusual” 
reference to the punt against 
the D-Mark. 

The report mentioned that 
the punt /D-Mark cross-rate 
had effectively decoupled 
from its historic close rela- 
tionship to the sterling D- 
Mark rate. 

The Bundesbank's com- 


ments will cunflnn the belief 
that the punt will not be 
revalued when the parities 
for Emu are sot in May. 
ABN- Amro notes that the 

forward market puts the 
punt’s rate against the 
D-Mark at just 1.5 per cent 
above its central rate in tiie 
Exchange Rate Mechanism 
Of DM2.4110. 

On Tuesday, the punt hit a 
low of DM2.169. its lowest 
level since November 1996. It 
ended trading hours in 
Europe at DM2.472 yester- 
day, making a slight recov- 
ery through local buying. 

■ There were reports that 
hedge funds had begun hold- 
ing lung dollar positions 
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ahead of the Group cf Seven 
meeting, with a view that 
tiie yen wifi not be talked up 
a; the weekend conference. 

Gordon Brown, the UK 
chancellor, refused to make 
ar.y direct comment on 
whether currency issues 
would be dealt with, except 
to say that currencies were 
one of the subjects that are 
always discussed at G7 meet- 
ings. 

The dollar’s recent fall by 
Y12 from its highs in early 
January was said to be trig- 
gered by unwinding yen 

carry trades - when traders 
borrow yen funds and con- 
vert them into dollars 
through currency and inter- 
est rate swaps. 

But the bulk of unwinding 
may have been completed by 
last week, when the dollar 
fell below Y12S. 

Dealers told Reuters that 
the yen carry trade positions 
are said to have shrunk to 
less than SlObn by early Feb- 
ruary from an estimated $40- 
$50bn in early January. 
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COMMODITIES AND AGRICULTURE 


A trend for New Zea- 
land farmers to spe- 
cialise in producing 
lean meat rather than wool, 
from their sheep is having a 
disastrous impact on their 
incomes. 

Prices for coarser cross- 
bred wools, which make up 
47 per cent of the dip, have 
fallen to their lowest levels 
since 1991 at the latest sales, 
though in real terms - 
allowing for inflation - 
returns are the lowest for 
decades. 

Over the past century, the 
New Zealand industry has 
developed a hardy, 
dual-purpose crossbred 
sheep, based on English 
breeds, that is valuable both 
for its meat and wool. In 
contrast. Australia has 
concentrated on fine wool 
production from Merino 
breeds, where the meat is of 
correspondingly little value. 

Crossbred wools tend to be 
coarser, and New Zealand 
has become the dominant 
supplier of carpet-style wools 
to the world trade. 

Over the past decade, 
i prices have slipped steadily, 
while returns from lamb 
meat have jumped on export 
markets, especially to 
Europe as a result of the 
BSE. or “mad cow“, scare. 

As a result, many New 
Zealand farmers have 
switched their flocks 
towards meat and now 
regard wool as a by-product 
of sheep fanning, and 
produce far less of the more 
desirable medium and fine 
crossbred fleeces. 

Prices for strong crossbred 
wools are 17 per cent lower 


MARKETS REPORT 


By Gary Mead 
and Robert Corune 

Saudi Arabia, the world's 
largest oil exporter, last 
night offered battered oil 
markets their first sign of 
possible relief from the bear- 
ish fundamentals that have 
driven prices down by more 
than 30 per cent over the 
past four months. 

Ali Al-Naimi. the Saudi oil 

minister, expressed “con- 
cern" about present market 
conditions and said Saudi 
Arabia . . welcomes any 
concerted efforts by Opec to 
bring back stability to the oil 
market." 

The Saudi comments gave 
a boost to oil futures prices. 
Brent Blend for April deliv- 
ery fell to a fresh 46-month 
low of $14.22 a barrel in early 
London trading, but the 
Saudi statement helped 
reverse the bearish senti- 
ment and it was quoted at 
$14.61 a barrel later. 

Riyadh is seeking evidence 
from the main quota busters 
within the Organisation of 
Petroleum Exporting Coun- 
tries that they are prepared 
to reduce output to help sta- 
bilise oil markets. If there 
are signs of a “sincere 
change of heart" among the 
over-producers, then Saudi 
Arabia will support the call- 
ing of an emergency Opec 
meeting, at which the 
group’s production ceiling 
and national quotas would 
be reviewed. 

Three Opec countries - 
Venezuela. Nigeria and 
Qatar - are between them 
producing 1.3m barrels a day 
over their quotas. A senior 
Saudi official said the King- 
dom was prepared to be flex- 
ible in ensuring that higher 
quotas be awarded to coun- 
tries which can fulfil them. 

The official warned, how- 
ever. that Saudi Arabia's 


COMMODITIES PRICES 


conciliatory approach has 
limits, and that Riyadh is 
prepared for a showdown if 
Venezuela and the other 
chronic over-producers fail 
to cut production. “We will 
be the first to commit but 
the last to blink," he said. 

Among base metals traded 
on the London Metal 
Exchange only tin showed 
gains yesterday, the three- 
month price closing $50 a 
tonne higher at $5,290. 
Nickel slid $30 to finis h at 
$5,430 a tonne, copper fell $6 
to $1,666. and aluminium 
was down $11.50 at $1,455.50 
a tonne. 

Uncertainty hung over 
business, with traders and 
end-users unwilling to make 
large forays into the market 
until the economic fall-out 
from Asia becomes clearer. 

The mood was equally 
downbeat among soft com- 
modity traders on the Lon- 
don International Financial 
Futures Exchange. The 
March contract for coffee 
shifted up a notch, by $15 to 
close at $1,760 a tonne, 
boosted by a downward 
revised forecast of 96m 60kg 
bags of global production in 
1997-98 by the German trader 
Bernhard Roth os, against its 
previous estimate of 98.5m 
bags. 

Other bullish news for cof- 
fee was that inventory levels 
in US warehouses, as 
reported by the Green Coffee 
Association, fell marginally 
in January by 7.000 60kg 
bags. The market had expec- 
ted a significant increase of 
up to 75.000 bags. On the 
Coffee. Sugar and Cocoa 
Exchange in New York, the 
March arabica coffee con- 
tract gained 4.5 cents by 
midday, to 169.25 cents a 
pound. 

There was a much longed- 
for reversal on the Baltic 
Freight Index yesterday, 
which gained 18 points 
to 967. 
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than 12 months ago, and at 
around NZ$3.30 a kg, they 
are NZ$1 cheaper than in 
October last year. The slide 
highlights the growing 
mismatch between the bulk 
of the wool New Zealand 
produces and what 
customers want. 
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W orsening the 
problem of 
overproduction of 
coarser, lustrous wools has 
been changing demands 
from mills. Many 
machine-made carpet 
makers do not favour this 
type because of its poor 
spinning and product 
performance, although it 
remains in demand for 
hand-made carpets in India. 
Nepal. Turkey and Iran. 

Demand from China, 
where the type has been 


extensively used for hand 
and machine knit tin g yarns, 
has also slipped, with the 
Chinese now seeking finer 
wool types. 

Changing consumer 
demands for carpets are also 
a problem. Western 
consumers are switching 
from wall-to-wall carpets in 
favour of scatter rugs. New 
high quality synthetics are 
proving to be formidable 
competitors in the re maining 
wall-to-wall markets for 
offices, hotels and very 
affluent consumers. 

To tap the increased 
changes in demand, the 
Wool Exporters Council and 
Wools of New Zealand, 
formerly the Wool Board, are 
encouraging farmers to 
return to prodncing finer 
quality crossbreds. 

"Quality broadloom 


carpets need to be made 
from 37-38 micron wools, yet 
unfortunately New Zealand 
formers are sh ifting to the 
undesirable 39 micron and 
stronger range. Production 
of these types rose by 20 per 
cent last season to 21.000 
tonnes. 20 per cent of the 
total," the council said in a 
recent report. 

Kai Tovgaard, council 
president, says these 
quantities are too great to be 
blended and had become an . 
“embarrassment" to the 
industry. '• 

Wools of New Zealand 
says the outlook for both 
demand and a price recovery 
this season is poor, 7 although 
it is hoping for some 
recovery from the present 
miserable prices. It is . stm 
picking an average price for 
the season of NZ$-L50, up 30 


cents on the industry 
indicator of NZ$430. at last 
week's Christchurch sale. 

The problems in Asian 
markets are not helping- 
- Total sales to China, the 
most, important market for 
most of the past decade, 
have slumped, partly owing 
to financial prohlems in its 
textile sector. China's share 
of New Zealand wool exports 
has fallen by 22.6 per cent to 
44300 twines In the past 12 

months: - 

S tronger . economic 
growth in the UK and 
the US as well as 
Australia - an important 
carpet market for New 
Zeala nd - have seen these 
countries lift their sales. The 
UK has jumped to second 
place behind China in 
importance as a wool buyer, 
li fting its purchases by 6.6 
per cent to 26,100 tonnes in 
the past year. 

Demand at recent auctions 
■suggests there is still ample 
demand for finer wools. 
Interest for Shetland-style 
knitting' yarns has seen 
riwnanii rise for lambswooL 
While prices have slipped 
back by up to 4 per emit in 
recent sales, they are still 25 , 
per cent hi gher than a year 
ago at around NZ$5.90 a kg. ■ 
Prices for New Zealand 
fine wools - from Merino 
sheep that graze high valleys : 
in the South Island’s 
Southern Alps - attract a 
sizeable premium over 
similar Australian types, 
with an average price last 
week of NZ$9.30 a kg. 
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Anglo to open Zimbabwe platinum mine 


By Our Financial Staff 
and agencies 

Anglo American Zimbabwe 
is to open a $70m platinum 
mine at Shurugwi. central 
Zimbabwe, strengthening 
the country's position as the 
world's third largest plati- 
num producer, after South 
Africa and Russia. 

Philip Baum, chief execu- 
tive of Anglo American Zim- 


babwe. said yesterday the 
mine was expected to begin 
production within three- and- 
a-half years, and would pro- 
duce 118.000 ounces of plati- 
num group metals and 2,500 
tonnes of nickel and copper 
a year. 

The new mine, known as 
Unki. would have a lifespan 
of 20 years and employ 1.400 
workers. Mr Baum said 
Unki'S annual output COUld 


be extended by the “exten- 
sive" ore reserves surround- 
ing it. 

Mining generates 3540 per 
cent of Zimbabwe's export 

ea rning s. In 1999. pla tinum 
wflj join gold, ferrochrome, 
nickel and asbestos among 
the country’s top 10 exports. 

Mr Baum said his com- 
pany was considering offer- 
ing the government a stake 
in the mine. He declined to 


say how big the stake would 
be. but hinted it could be 
around the 20 per cent that 
Anglo Zim babwe offered the 
government last year in Bin- 
dura, the country's largest 
nickel group. 

Negotiations with the gov-, 
eminent on mar k eting fin- 
ancing « nd hiring of expatri- 
ate staff would soon be 
finalised. “Subject to satis- 
factory fiscal arrangements ’ 


being concluded with the r 

government of Zimbabwe, it . 

is intended to- proceed with 
the project immediately*" Mr 
Baum said. .. 

Anglo hoped the govern-, 
merit - winch markets most 
of ffie country's minerals 
through *:• state .agency 
-would offer ifriki a "satisfac- 
tory” seff-marketmgoptidn 
like Hart ley Platinum Mine 
in CheguttL • ■ 


By Gary Mead 

The board of the' Baltic 
Exchange in London agreed 
yesterday to press ahead 
with plans for a set of new 
rate scales for tanker freight 
routes, called the Baltic 
Internati onal Tanker 
Routes, or BITR. 

Currently, the BITR is dis- 
tributed among members of 
the Forward Freight Agree- 
ment Brokers Association, a 
group of shipbrokers, .some 
of whom have been behind 
the drive to persuade the 
Baltic to establish tanker 
freight rate assessments. ' 

The Baltic currently 
administers a dry cargo 
index, a daily quotation of 
an average of . 11 interna- 
tional routes. The .BITS 
comprises five international 
tanke r routes and the plan 
is to offer a daily quote in 
London at 4pm for all five 
routes. 

The exchange has formed 
a steering group to “con- 
sider how best to take this 
forward, tn terms of- how 
these tanker rate assess- 
ments should be made more 
widely, available, and how 
the Baltic will obtain a reve- 
nue stream from them," Jim 
Buckley, chief executive of 
the exchange, said yester- 
day.. 

John Bahaszkiewicz, a 
di r e ctor with SSY Futures, 
part of the shipbrokers 
Simpson Spence and Young, 
said yesterday at a: seminar 
at the exchange that there 
was no indication when the 
tanker rate scales would be 
more widely available, 
though he added: “The 
Sooner the better.’' SSY has 
been one of the leading sup- 
porters of the BITR. . 

There is some confusion in 
the tanker freight market, 
as another group of ship- 
brokers. gathered in the 
London -Tanker Brokers 
Panet bas said it will also 
launch, a set of tanker 
freight rate assessments. 


BASE METALS 

LONDON METAL EXCHANGE 

(Pncws from Amalgamated Metal Tradingi 

■ ALUMINIUM. 99.7 PURITY (Spar tonne) 

Cash 3 mtha 
Ctasa 1450-1 1464-5 

Previous 1452-3 1470.5-1.5 

Hlgh/tow 1472/1455 

AM Official 144*48.5 1463-64 

Kerb close T455-5 lS 

Open «1L 254.096 

Total dady turnover 1 50.959 

■ ALUMINIUM ALLOY (5 per tonne) 


Precious Metals continued 

m OOLD COM EX (10Q Troy oa.: Vtroy ce.) 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE (100 tonnes C par towe) 


SOFTS 

■ COCOA UFFE (10 tonnes; E/tonne)- 


Closa 

1274-9 

1302-7 

f^evtous 

1283-5 

1310-2 

High/low 


1307/1300 

AM Official 

1272-74 

1301-03 

Kerb close 


1302-07 

Ooen rn. 

4.958 


Total dady nmover 

1.059 


■ LEAD S per tonnei 


Close 

5073-8.5 

523-4 

Previous 

5053 

521-1.5 

High/kiw 


525/519 

AM Official 

5053 

522-23 

Kerb dose 


522-23 

Open rrt. 

32.013 


Total daily turnover 6^86 

■ MCKEL IS per tonne) 


Close 

5350-60 

5440-60 

Pre-rtoto 

5350-60 

5445-50 

High/low 


S47Q/5410 

AM Official 

5320-25 

5415-20 

Kerb dose 


5425-35 

Open W. 

57.776 


Total daily Turnover 

19.034 


■ TIN (S per tonne) 



Close 

5300-310 

5320-25 

Previous 

5200-10 

5230-40 



5335/5240 

AM Official 

5275-80 

5295-300 

Kerb dose 


5290-95 

Open «nt 

14.140 


Total oaty rumcvei 

7.S22 


■ ZINC, special Mgh grade (S per tonne) 

Close 

1021-22 

1046-47 

Previous 

1024 5-5.5 

1050-1 

HigMOw 


1052/1041 

AM Offioal 

1021-22 

1046.5-47 0 

Kerb close 


104X44 

Open irtt 

74.032 


Tcaal aaity tumo/er 

2X938 


■ COPPER, grade A (5 per tonnei 

Closa 

1644.5-5.5 

1671-2 

Pratnpos 

1645.5-6.5 

1672-3 

High/low 


1670/1662 

AM Official 

1638-38 5 

1665-66 

Kerb dose 


1665-66 

Open ini- 

146.019 


Total daily turnover 

54.208 


M LME AM Official C/S rale: 1.6375 


LME Closing OS rate; 1-6410 

Spot 16400 3(ntts: iKC76rrtfe lESJSimlK 16180 

■ HIGH GRADE COPPER tCOMEXi 



SeB 





Open 


price 

cAango 

ffigti 

Law 

VW 

taJ 

Feb 

7429 

-095 

74.® 

74 30 

366 

603 

Mar 

74.45 

-0® 

7X40 

74.® 

It 255 

wire 

AW 

7505 

-a® 

75 80 

75® 

206 

zm 

Mtr 

7X55 

-080 

76.30 

75 40 

4.154 

1X247 

Jm 

7510 

-03s 

re® 

76.2D 

175 

2.030 

Jul 

7665 

-0.70 

77® 

7620 

£88 

5.433 

ToW 





17,092 

7X642 


PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Prices wppfisd by N M RrthschiWI 


QoWiTroy oz) 
Close 
Opening 
Morning 
Afternoon fix 
Day's High 
Day s Low 


S price 
29?.7D-2Sim 

ar.«-»120 

297 80 
296,15 
298,60-299 CO 
29/20-297 60 


E equrv SFr equiv 


181.707 438 362 
181.467 437.833 


Previous dose 297AM33J0 
LOCO Ldn Mean Gold Lem 

1 month 3.99 6 r 

2 men ifis 3.96 12 

3 months ....... ......3.93 


Gold Lendmg Rotas (Vs USS1 

..3.99 6 months 3.74 

..3.96 12 months .X52 

..353 



Sett 

Iteyfo 



Open 


Sea 

Day* 




Open 


sea 

Day* 



OpMl 



price change Mgh 

tow 

Voi M 


prtui change High 

Low 

YN 

W 


price ebange Wgti 

lam 

M lot ' 


Ml 

2982 

-04 

299.4 

2988 

IK 1.125 

Mar 

7970 

-085 

7980 

7975 

110 

1845 

Mm 

10® 

-1 

10® 

1003 ZBS0 43.461 

Fab 

Mm 

238.4 

-0.4 

- 

2990 

13 20 

May 

81® 

-0® 

81® 

81 75 

SB 

4845 

m»t 

1031 

-1 

1033 

1 028 

S35 307® 

Apr 

•w 

299.1 

-0.4 

M04 

298.4 30.519 83.506 

Ai 

B3.B0 

-O® 

8X80 

8X30 

25 

728 

AH 

10S4 

_ 

1054 

1052 

17X14,4® 

Job 

Am 

3009 

-0.4 

30X4 

300.5 

940 16.175 

Sap 

M75 

-0.10 

80.40 

3025 

_ 

110 

Sto 

1075 

_ 

1078 

1074 

M 24857 

Aag 

Aag 

30X8 

-0.3 

3037 

303.1 

78 5846 

Nov 

8X75 

-a io 

BX® 

ex® 

_ 

1,677 

Dae 

1101 

-1 

1103 

11® 

M 31272 

Oct 

Oct 

3047 

-0J 

30X0 

3045 

X 3.194 

ToW 





in 

B,M 

Mm 

1131 

-1 

1128 

1127 

20 Z7844 

Dec 

TaW 





3X83817X572 

■ WHEAT C5T (59Mbu r*X. cenfe/SOt) busheO 

ToW 





5A79 41,4*8 

TOW 


■ PLATINUM NYMEX (50 Troy ozj S/boy ce.) 

Apr 377.7 -11 385 8 374.2 1355 9.756 

Jul 375 4 -29 377.0 373.0 68 889 

0c* 3744 -29 3715 3715 36 358 

Jan 374.4 -25 374 5 3745 11 36 

Total 1,924 11/09 

■ PALLADIUM NYMEX flQQ Troy OZ Slioy 

Mar 22190 -4.15 232 00 22810 804 2.779 

Jim 22865 -4.15 23050 22750 409 1.698 

Sep 22655 -4.15 1 404 

Into 1,213 4JK1 

H SILVER GOfcCX (5.000 Trey at; Certa/troy az.| 

Fail 6545 -210 6785 6785 - 20 

Uar 6565 -20.5 679 5 6520 22983 52522 

May 6500 -20 2 6725 6450 5.109 23595 

Ad 644 8 -194 6660 *460 376 13.728 

Sap 6435 -194 6620 6460 41 4 738 

Oac 6425 -194 6610 6*05 141 9.949 

Total 29205 11X004 


ENERGY 

■ CRUDE OIL NYMEX (1.000 barrels, S/barren 


Mar 32200 -025 32400 321.00 15.164 34.451 


Latest Day's 
price change High 
ar 1553 *027 16.05 i 

r 1612 *0.24 1624 1 

ay 1646 *029 16 55 I 

m 1674 *028 1687 1 

i 1702 *O?0 17.10 1 

ig 1725 *041 1725 1 

tal 

CRUDE OIL fPE fS/bonwi 


Own 

In IM H 

15 45 49J66 56297 
1568 4826* 97.464 
1598 11.026 37.7C3 

16 30 8.125 49.377 
16.63 2257 it 349 
15.83 1.772 15.614 

12X4S5466JU 


Utasl Day’s Open 

price change Hlgtt Low Vel 1st 

Apr 14 68 *D27 14 77 1422 15.935 IS 533 

May 1501 *026 15.10 1462 3.772 22.015 

J™ 1526 *030 1543 1498 4.167 25509 

Jul 1528 -036 1560 1226 1277 U 271 

Aog 15.57 - 1532 1554 463 6.S74 

Sep 1606 *&2R 1601 IS. 69 1.698 7 517 

Total c/a B/a 

■ HEATING OR. m«EIC (42200 US jaftl- CVS 


Latest Bay's 
price change High 
«r 44 35 *061 44 30 

e 4515 *063 *SS5 

iy 4575 *0 53 46.10 

m 46.60 *068 46 80 

I 4740 -063 4760 

■g 48.40 -0 83 48.40 

tal 

GAS OIL B* (S^rnn+i 


□pen 

loe VU H 
4325 13404 36468 
44 10 7.862 36.633 
44 85 2.671 17 629 
45.75 1.552 17 443 

46 70 I.M7 12274 

47 60 544 8212 

30268165228 


Sell Day's Open 

price chang e High law wr W 

■tar 13725 -2.00 137.75 13325 6.44S 29.773 

Apr 138.75 +1 50 139.75 135 7S S.0M 13.302 

May 14150 *1 75 141 50 13825 1561 9323 

Jw 143 75 -I 00 144Q0 H0.5Q 2S 14023 

Jul 14625 -100 14650 14325 513 4?C8 

Aog 143 75 *125 143.15 145 75 *81 4.77a 

Total 181000 113,756 

■ NATURAL QaS iPeirc mccb b?i ttert: 

Mar 9390 -0010 - - SS 2 575 

Apr 9 7W +0.060 9790 9 750 25 2 220 

Total 70 13,790 

■ NATURAL CAS NYMEX (10 000 mmBci JramBSil 


law Day's 
price c ha nge High 

222S-4L059 2245 
2285*0053 2235 
2285*4X040 2310 
2305 *0040 2220 
2.325-0045 2330 
2345-0.050 2345 


Open 

Im Vd nt 

2150 12.905 3J.052 
2195 9257 27436 
2229 2 450 14.752 
2260 1.363 1«327 
2275 979 10551 

2280 975 12.M8 

41,147 20S.M3 


SSvor Foe 
Spot 
3 montns 
S mm id is 

p/troy oz. 
409.85 
404.55 
337.00 

US Ct3 equiv. 
67180 
659.90 
644^0 

Mm 

1 year 

40485 

650 95 

Apr 

Oat 

Jua 

Gold Coins 

S price 

? «jutv. 

Krugerrand 

298-300 

182-183 

Jal 

Maple Lttl 

- 


Aug 

New Sovmal^i 

69-71 

42-13 

TOW 


■ UNLEADB3 GASOLINE 
NYMEX <42.000 US galls.: c/US gaa& i 


Latest Day's 
price change ffigh 

50.40 *(X93 5105 

53 60 *0.75 5A06 
5180 *0l5fl 5420 
5405 *0.63 5435 

54 CO -060 5420 
53.B0 *0 83 53.85 


Opn 

lew M Id 
49.10 15301 26723 

52 55 10.470 3I.G94 

53.00 2291 15.335 
53.15 339 11 005 

53 JO IXO-t 9.413 

53 00 780 4.756 

31 J 15 105,783 



33X® 

-t OO 33490 331.® 

8879 28980 

Mm 

1516 

-2 

Ad 

34025 

-0.75 34250 339® 

7811 27.771 

May 

1554 

-3 

S*P 

34675 

-1.75 349.® 346® 

661 3.411 

Jul 

1588 

-1 

Dec 

35875 

-1J5 36190 358.® 

9® 5893 

Sap 

1614 

-1 

Ad 

36090 

- 36X50 3®.D0 

4 37 

Dec 

1648 

-2 

ToW 



3237B 3X462 

mm 

1677 

-2 

■ MAIZE CHT (5,000 bu irtn; Mnts/56to bu3rid) 

TcW 




Mar 25775 -025 26900 26650 43268102815 
May 27850 -025 27725 275 ® 14.689 85,172 

JM 282® - 28275 280.75 9.225 82970 

Sep 28225 -1JM 283J5 2B1JS 946 12J81 

Dec 28250 -1.25 284.75 28275 4.828 57590 


Mar 

289® 

-1.® 29a® 288.75 

546 


Mm 

1762 

TeW 



72833 346529 

May 

1732 

■ BARLEY UFFE (100 tonnes; £ per tonne) 

Ad 

Sap 

1705 

1687 

Mm 

74 40 

-0J5 74® 74® 

35 

674 

Nov 

1667 

May 

TC.40 

-025 76® 78® 

40 

2® 

Jan 

1BS2 

Sap 

7S IS 

-085 

- 

7 

ToW 


Hot 

30,15 

-085 

- 

365 

M COFFEE -C 

Jan 

SX15 

-085 

- 

72 



ToW 



30 

1818 

Mm 

17185 


■ SOYABEANS C8T ftOOOBu attc ceaiSOD bcdien 

Mar 6TT 75 *225 673® 66850 31.111 46561 

Ray 673® *275 674.00 669® 12048 4i.«i 

Jul 57875 *325 679® 674.® 7.735 34.639 

Asg 67ara -4 00 678 50 67600 290 56® 

Sep 56525 *425 666 00 665 00 90 90S 

No* €6025 -275 66150 657 00 3J21 15 877 

Tottl 54JI64 14S483 

■ SOYABEAN OIL CST ^O.OOOteT. cgmVto; 

Uar 2687 -Oj 36 26J8 2621 10.902 33i69 

May 2727 -061 ZT.Z8 7659 10393 44.647 

M 27.59 *0i3 27.60 27 12 3.774 26.956 

Aog 2752 -051 3755 27 JO 254 4.969 

Sep 27 25 -046 2723 27.® 188 2349 

Oct 2710 -0.47 27.00 2fc80 374 2.472 

Total 27,218 120,700 

■ SOYABEAN MEAL GBT (1D0 tons; 5/ten) 

Mar 1€4 4 -21 1873 184 2 12954 33.446 

May 1327 -04 1852 1825 10.085 42.146 

Jd 13 4 *0J IffiQ 184.3 7^16 27.134 

Aog 136 v - 187J 166 0 988 8990 

Sep 127 5 - 1847 187.5 644 63® 

Oa 137 9 -01 189.0 *875 631 2497 

Total 35354 124448 

M POTATOES LffFE (20 tames: C per tome] 


Mm 

TOO 

_ 

_ 

_ 

_ 

Apr 

T2C 

-10 

72.0 

7X0 

14 

May 

830 

-80 

BXO 

80.0 

15 

Jun 

330 

-20 


- 

_ 

Ho* 

Total 

570 

- 

- 

“ 

42 


■ FREK3 WT iEIFFEX) UFFE I’SlO/lnaea poffil) 


Fto 

T213 

*3J 

1010 

TO® 

12 

204 

Mar 

1140 

*20 

1145 

1120 

152 

432 

Apr 

1T9S 

+30 

12® 

1175 

64 

628 

Jtrf 

1C35 

+20 

1035 

1020 

59 

i® 

Ort 

1175 

-40 

11® 

11® 

10 

118 

ToW 

One 

Prov 



279 

1803 

m 

967 

949 






PULP AND PAPER 

■ PULP EX QMLX (USS; 24 ar dry igrrs) 

Sett OajT* Open 

price change Ugh IM IW ft 

Hv -1 50 49150 485JS 38 453 

Joe 515® -0 75 SIS 50 £10.2 10 433 

Teal 127 889 

FUTURES DATA 

A: ar-1 k tfjra swpAeX by CMS. 


Minor metals fte*n Mvta Butetii 

E-jrapci" !•'» nanteL 5 per 6 m «ar«houae. 
■nCes3 OMrwTce »>e3 fast need's n trad a la. 
wncra cftangotfi. A w lm nwy . 956SW. S per Brtne, 
i.moi eao r. &o-i. 7 sr. awer mev 99994., 

ijrrv t=s 355-* 75 Cadmium: ™ K96%. 
ceoa a xurL 3C.0O-m.33 nOOfrMOOJ. Coheir 
M2 iree .Tjrvr. rai 999"*. 00-25.® 12450- 

rS.CCl. m.n 93C'rt,. 19 30-19.90 M9JO- 
19 . 33 ' Merewy: ir*v 89.99W. S per 78 B) tW*. 
138-148 (14C-150). MohrMeeum *imrrwl 
.-rxu^idc wde. 375-3.65 (3-70-3 901. S ri entam. 

mn 995"i;. 200-380 Twgilen e«ec Sierdwd 
mtn 65^s. S per *wb» urwi POtfj WO, CIS, 
40-52 Varadheie *e«. 98«4. CJf. 4508 70 « GO- 
9551 Urantan: Mse«co j-its tnoea enc n rnv* 
*3La. 9 jO I 5B5L 


M COCOA CSCE (10 tonnes; Storm os) 

M«r 1516 -2 1535 1507 262 668 

May 1554 -3 1567 1548 1.871 38515 

Jul 1508 -1 1595 1578 157 8^54 

Sap 1614 -1 1623 1618 87 6583 

Dee 1648 -2 16S5 1646 68 12J57 

MM 1677 -2 16® 16® 21 9524 

Total 20 7 9502 

■ COCOA (1CCOJ (SOR-sTtome} 

Feh 17 Price Pnr. day 

Wy 1221.19 1209.79 

■ Cora UFFE (5 tonnes; S/tame) 

Mar 1762 +17 1765 1743 2.753 19,148 

Hay 1732 +25 1735 1705 2J76 165® 

JM 1705 +23 17® 1680 352 3.115 

Sap 1687 +20 1668 1667 212 15® 

Nov 1667 +15 1669 16® 185 3T7 

Jan 1862 +15 I860 1650 - 1* 

TOW 5578 41,488 


Hay 168.70 *550 171.® 16350 8.728 1X312 

JM 161.® +470 16350 15850 3509 5.129 

Sep 1®® +3 65 15550 15XM 4t0 2581 

Dae 146.® +3-M 14950 144.75 248 £175 

Mar 141® +2.75 141.® 140.® 1® 42S 

TaW 25547 285® 

M COFFEE (ICQ) (US cewa'prxrxfl 

Fan 17 Ptev. day 

Co«D. daily 12758 a h 

15 day average 131.21 0/3 

m wwre SUGAR UFFE (50 tonnes: SAanne) 

May 281.4 -43 2855 279.0 1534 17,487 

Aog 2865 -3.6 2900 28X5 789 7.640 

Oct 2675 -15 289 6 285.0 411 6.191 

Dec 2902 -25 2900 2875 18 742 

MM 298.9 -18 300 0 2975 49 227 

May 2995 -2J 2995 297.0 62 311 

Total 2®3 •PB94 

■ SUGAR nr CSCE (1 12,000136; cerrts/Tbri 

Mar 1058 -017 10® 104815240 ®5I4 
May 10 31 -0 17 1035 1O141062Z 69,903 

M 10.18 -012 1019 1057 2.561 32.434 

Oct 1032 -a 10 1033 1020 816 39.644 

Mm 1049 -002 10® 10.43 1.1® 145® 

May 1048 -002 1047 1045 101 1.97B 

TcW 30740213563 

■ COTTON NYCE (5Q.(KXaa: cents/IW) 

Mm 6543 -051 ®® 65.3510091 15571 
May ®52 -0.61 67.15 6650 7JSB1 24333 

M 6790 -0.42 6830 67® 3.815 78,131 

Oct 7020 -031 70® 7020 30S 2,173 

Dee 71® -536 715S 71® X289 195<7 

Her 7350 -A® 72.90 7270 I® 15® 

ToW 24X9 83AM 

■ ORANGE JWCE NYCE pS,000C»; senates) 

Mm 96.70 -015 9750 95.70 8® 1X919 

May 99 BO -030 1®® 90® 4® 8.967 

Jtf 10250 -0.30 TB3J5 10250 4l 5290 

Sep IK JO -015 10570 104.® 28 3.139 

Mm 107® +005 I®® 10750 69 2583 

-Me 10930 -035 - - 1 1JH2 

Total IAS T 38716 

VOLUME DATA 

Open inerest end volume Sara acown far 
contracts traded on COMEX NYMEX, C8T. 
NYCE CME. CSCE and IPS Crude OO are 
one aay in arrears. Volume & Open interest 
totals are for afl traded rwyrtfw. 

INDICES 

■ Reuter* (Base: 1MT31 3 1QQ) 

Feh 18 Feb 17 month ago year ago 
1717.8 T72S2 17B06 10723 

rn CRB Fotnraa (Baaa 1967 ^ 100) 

Feb 17 Feb 16 month ago yw 090 
22853 231.62 

■ Cgq Spot (Baae. 1970 a 100} 

Feb 17 Feb IS month ego year 090 


MEAT AND LIVESTOCK . 

■ LIVE CATTLE CME (4QJXX«g; cants/Tta) 

- sett Deyfo " ' " " ^OpM^’ 

Price ebaage Mgh l«r M tat 

Feb 64225-0.^0 645® 64.1® X732 4.125 

Apr 66.425-0.775 67.125 663001X118 49.737 

Jon 67525-0500 68.1® 675® X469 27^7 

Aag 68.675 -0J® 68525 683® 894 1X162 

Oct 70.0® -0.4® 70390 «®0 216 4,765- 

Dee 71475-0325 71375 71JM0 52 1521 

TOW - 18®B 87,8® 

■ LEAN HOPS CME WLOOPtbe; ccntartbgj 

Apr 5X4® -0575 52.450 512® 4.4® 19,668 

An 61 A® +0350 61575 60200 2.1® 11^37 

Jot 61575*0900 61300 60375 561 X769 

Aog 602® +0.725 605® ® .1® 171 1305 

Oct 57325+0325 573® 56.750 314 131? 

TOW X840 17,672 

■ PORK BBJJE3 CME (4000blba; oantaUMfl 

U 443® +03® 453® 424® 128 233 

Mar 43350-0225 4X825 412® 1332 3^86 

May 44.600+0275 443® 423® 877 3354 

AS 4X750+0075 443® 4Z750 190 _ 1.400 

Aag 41325-02® 423® 413® 40 383 

Tow . 2j7s vm 


LONDON TRADED OPTIONS 

Strike price S tome — Cato— — Puts — 
■ ALUMINIUM 



CROSSWORD 

No.9,61 1 Set by DARCY 


157.85 170.84 170.50 

192.79 

iM«4mow 

CTOCKB 

(TnrttiBri 

Aluminium 

-1.575 

to 

5672,76 

AJumJmm tJkjy 

-80 

to 

42820 

Capper 

*t,teo 

n 

371JJ75 

Lead 

-3® 

ID 

107825 

Mchei 

+64 

to 

65®4 

Zinc 

-25 

to 

482.4® 

Tdl 

-175 

io 

11775 




M. 


(99.796) LME 

Mm 

Jun 

Mar Jun 

1400. 

SI 

88 

• 4 

27 

1500 

5 

37 

55 

74 


2 

12 

150 147 

■ COPPER 
(Grade A) LME 

Mar 

Jun 

Mar Jen 

1600. 

58 

no 

10 

38 

1700 

5 

58 

61 

85 

1800— 

2 

27 

151 

.152 

■ COFFEE UFFE 

Mar 

May 

Mar May 

1850 _ 

112 

116 

1 • 

34 

1700 

62 

85 

1 

53 

1730 _ 

17 

60 

5- 78 

■ COCOA UFFE 

Mar 

May 

Mar May 

975 _ 

31 

68 

1 

12 

1000 — . 

8 

. 51 

2 

20 

1025 

1 

37 

19 

31 

M BRENT CRUDE 
IPE 

Mar 

Apr 

Mar Apr 

1450 

64 

- 

55 

1500 

46 

' - 

- 77 

1350 

28 

- 

-■ 


LONDON SPOT MARKETS 

M CRUDE (ML F08 (per barrel} *or- 

DUsal S12.5S-2.63x +0195 - 

Brent BHmd (deled) $1332-338 +0095 

Brent Bland (Marl Sl4.88-4.71 +0.180 

W.T.I. Sl6.11-6.14x +0215 

■ OIL PRODUCTS NUIEprompt debary CtF (karna) 



Premium GssoSna 

*167-109 


Gas On 

$137-138 

+2 

Heavy Fuel 06 

SS9-61 


Naphtha 

£152-154 


Jet fuel 

SI 62- 153 

’ +2- 

Dtaset 

*142-143 

. +1D 

■ NATURAL OAS (Pencerthcnn) 

Bacton (Mai) 
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is See 6 
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FT MANAGED FUNDS SERVICE 


FT Cityline Unit Trust Prices are available over the telephone. Call the FT Cityline Help Desk on (+44 171) 873 4378 for more details. 
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LONDON STOCK EXCHANGE 


FTSE 100 drives ahead to another record high 


Fr$£ Ai£Share im*«: 

a.700; ' 
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MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

Not even some strong retail sales 
figures for last month, which 
raised the spectre of a possible 
increase in interest rates in the 
near future, could head off 
another powerful performance by 
UK equities. 

Once again the main FTSE 
indices all marched ahead 
strongly to hit further intra-day 
and closing records, led by the 
FTSE 100. which responded to a 
fresh surge in bank stocks. 

The banking sector, which 
accounts for more than 25 per 


cent of the Index, rocketed in the 
wake of excellent preliminary 
results from Woolwich. The for- 
mer building society surprised 
the market by announcing a spe- 
cial dividend, and stating that it 
was seeking permission to under- 
take a share buy-back. 

That news electrified the rest 
of the banks, especially the other 
mortgage lenders, which are now 
strongly expected to deliver spe- 
cial dividend payments and share 
buy-backs of their own. Among 
this group. Alliance & Leicester. 
Halifax and Abbey National, all 
due to report over the next two 
weeks, posted big gains. The two 
Scottish banks and Lloyds TSB 
were also driven sharply higher. 


At the close, the FTSE 100 
index had risen a further 13.9 to a 
closing high of 5.723.4, extending 
the rise over the last four trading 
sessions to 170.9, or 3.1 per cent. 
Earlier it hit a record intra-day 
high of 5,741.3. 

Gains in the other indices were 
more muted but they still man- 
aged to hit fresh peaks. The 
FTSE 250 climbed a further 7.2 to 
a closing high of 5.015.0, alter an 
intra-day peak of 5,016.8. while 
the FTSE Small Cap added 3.2 at 
an intra-day and closing high of 
2.432.7. The FTSE All-Share index 
was driven 5.82 ahead to a clos- 
ing record of 2.648.77, after hit- 
ting a peak of 2.655.03. 

Despite those closing records. 


it was not all plain sailing for the 
market. A slightly disappointing 
close to the overnight US session, 
when the Dow Jones Industrial 
Average finished well off its best 
levels, albeit at a new closing 
high, saw London stock prices 
slip back at the start of trading. 

Footsie hit the day's low point, 
down 21.5, ahead of news of a 
much higher- than-expected 

increase in retail sales during 
January, interpreted by some as 
substantially increasing the pres- 
sure on the monetary policy com- 
mittee to lift Interest rates when 
it next meets on March 4. 

But such was the weight of 
support developing in the banks 
that the index moved into posi- 


tive ground by mid-morning and 
accelerated away for the rest of 
the day. The Dow fell initially 
before moving modestly higher. 

“Today's performance was a 
clear demonstration of what to 
expect when more special divi- 
dends and share buy-backs are 
announced; and it looks increas- 
ingly. as if there will be a 
bonanza for shareholders from 
the Jormer building societies," 
said one banks dealer. 

Another salesman said the 
market's relentless upward 
march "frightens me to death. 
But it does feel that Footsie has 
6,000 written all over it" . 

Turnover was 874.4m shares by 
the 6pm count 
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Indices and ratios 

FTSE 100 5723A +13.0 

FTSE 250 501 5.0 +7-2 

FTSE 350 2721-2 *6-1 

FTSE AB-Share 2648.77 +5 .82 

FTSE AB-Share yield 2.94 2*5 

Beat performing sectors 

1 Banks: RetaR +1-® 

2 Insurance — — t 1 - 8 

3 Paper Packg & Print —+1.4 

4 Engineering; Vehicles +1-2 

5 Gas Distribution _ +0-B 
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3 Electronic & Elec — — 
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Woolwich 

dividend 

delights 

By Peter John and 
Martin Brice 

A special dividend, share 
buy-back plans and a sharp 
rise in profits enlivened 
Woolwich and sparked the 
other demutualised building 
societies. 

Woolwich's headline 
profit, excluding can version 
costs, jumped 16 per cent to 
£455.7m in the year to end- 
December 1997, compared 
with forecasts of between 
£4Q0m and £444m. Analysts 
said the headline figures and 
special dividend were posi- 
tive. although retail savings 
and mortgage figures were 
areas of concern. 

Woolwich also said it was 
looking to develop its busi- 
ness in Britain through joint 
ventures and mergers. 

HSBC Securities is under- 
stood to be considering mov- 
ing Woolwich to an "add" 
from “hold'’ in the wake of 
the results, with SBC War- 
burg and SG Securities both 
understood to be rating the 
stock as a “buy”. 

ABN Amro feels that 
Woolwich looks expensive at 
current levels and is advis- 
ing clients to switch into 
Northern Rock, which rose 
4'/i to 650‘ap. Woolwich 
gained 24'4 to 395V, p, 

Alliance & Leicester 
gained 49'/i to 955'^ and 
Halifax added 21'i to &40p, 
excited by hopes that they 


too will make moves to 
enhance shareholder value 
when their results are 
released later this month. 

Meanwhile HSBC gained 
67 to £17.64 in the wake of a 
4 per cent advance in the 
Hang Seng index and Lloyds 
TSB, benefiting from a Rah 
ert Fleming Securities 
recommendation, added 
another 3 at 948p. 

The planned merger of 
Somerfield and Kwik Save 
prompted a flurry of brokers' 
notes, while Somerfield 
gained 4 1 - to 261p and Kwik 
Save was off ID to 299p. 

Among the broker com- 
ment, Merrill Lynch shifted 
its stance on Kwik Save 
from “reduce" to ■'neutral'', 
in line with its Somerfield 
recommendation. However, 
Sara Carter at the broker 
told clients: “While rational- 
isation amongst the second- 
liners makes some sense, it 
does not change longer term 
growth prospects. A 30 per 
cent discount to the majors 
still seems warranted." 

At Credit Lyonnais Laing, 
Paul Smiddy told clients: 
“Avoid the merged com- 
pany.” He also said that the 
deal makes it easier for 
Kwik Save shareholders to 
make an exit, and down- 
graded Somerfield to "sell". 
He recommended a switch 
into Iceland, which gained 
5'/i to 149p. 

Templeton, the US inves- 
tor. said yesterday it had 
sold 45.000 Kwik Save shares 
at 305p each. 

Away from the merger. 
Safeway lost 10 to 372p in 
volume of 7.6m after it con- 
firmed the resignation of the 
director in charge of trading. 

Alio Wiggins Appleton 


gained 9 to 167‘/zp on 
rumours that International 
Paper is considering a 
link-up with the group, pos- 
sibly through the acquisition 
of the 40 per cent Arjo stake 
held by Worms & Compag- 
nie. 

Credit Lyonnais Laing 
raised its stance on Arjo 
from “hold" to “buy" and 
this is also having a positive 
effect on the shares. Laing 
said that, while the shares' 
rating recognises the effect 
of the tough white paper 
market on the group, it does 
not reflect the group's 
expansion prospects in paper 
merchanting and its efforts 
to get costs under control 
and reduce capacity. 

Rolls-Royce helped 

Sentiment in Rolls-Royce 
was helped by a press report 
that the limit to foreign own- 
ership. 29.5 per cent, could 


be increased to 49.5 per cent 
Rolls was up 2 Vi at 206p. 
while British Aerospace, 
which is also subject to the 
limit on foreign ownership, 
rose 40 to £18.30. 

Rio Tin to slipped 4 to SOlp 
with Merrill Lynch removing 
its “buy" recommendation 
on the stock. 

Friends Ivory & Sime, the 
newly merged fund man- 
ager. lifted 3 to 204 Vip. Mer- 
rill Lynch went from “neu- 
tral" to positive arguing that 
the merger with Friends 
Provident Asset Manage- 
ment would enhance earn- 
ings after this year. 

Commercial Union led the 
insurance sector onward and 
upward as its shares hit a 
new peak, closing up 39 at 
£11.10. amid talk of a posi- 
tive note from Moody’s, the 
credit ratings agency. 

Home Counties Newspa- 
pers slumped 85 to 400p after 
confirmation that the gov- 
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marginally firmer at 72'/ip stake in it. 
following the company's big Paraxnbe, the art dealer, 
upgrade to reserves on its rose 16 to 93Vip after it said 
Bonin field in Turkmen- it was in talks on a “substan- 
istan. NatWest Securities tial acquisition"; 
reiterated its “huy" recom- Prestwick Holdings, the 

mendation. printed circuit board maker w ^ r m 2 < a 9 53*2 19*2 24 41*2 7*h 2 tie 

Leading drug shares ran that said on Tuesday it had Mar 2S1 49 25* B2‘j 2t6 75*2 iao*2 91 iso 111 ittbttijz w tm 1®}+’ 

m«o proOt-takir]£afterTu(s- received a tentaBve bid V » S&S XI 3 & IS 

day s figures from Smith- approach, dipped 2 to 56p JjJj. «b issi- 331 236 268 27&i ; 

Kline Beecham at 824 p, while Pressac, the electro- c*, ^7 ; 

down 13. Glaxo Wellcome mechanical products maker m euro style ftse 100 index option (Utfe) eid per fun axfex point 
fell 16 to £19.43 and Zeneca said to be linked to the - - ~ ~ ~ ^ ^ "w7S 

22 to £26^8. approach, was flat at 294V,p. m w t in 2 m s 70 12^ 3& 2 28h 1^2 56t S6i 2 1 i42» a 
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Xenova said it had signed a being behind the move, was ' ^ aawxfli 38* 338 

three-way deal with Eli Lilly up VA at 276p. ca sot pu* wes- ura»ntao mn mm. pimnums er*wn m rated no satranwi 

and MetaXen, a majority- 
owned subsidiary of Xenova, 
to develop an anti-throm- 
botic drug. Xenova jumped 
31 to 225p on the news. 

Courtaulds gained 11 to 
274V*p following a positive 
note from Dresdner Kleln- 
wort Benson. 

Information technology 
stocks displayed some vola- 
tility before next week's 
stream of results, with 
Logica suffering one of the 
bigger falls in the FTSE 250. 
down 50 to £12.52'/*. How- 
ever, volume was tiny at 
about 265,000 shares. 
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JBA falls 

It was joined by JBA Hold- ias m 
ings, which dropped 22*/* to pnpranwm. 
esr/ip. Last week the shares 
were trading at £12.57y» 
before its profit warning. At 
that level they stood at 
about 35V* times next year's 
earnings, and after .yester- 
day’s decline still stood at 
about 32 Vi times earnings. 

Among smaller companies, 

Ronson suffered one of the 
largest percentage falls in 
the market as it declined 2 to 
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Euro bourses show few signs of end to rally 


WORLD OVERVIEW 


The mood in world markets 
was not quite as buoyant as 
In Tuesday’s record-breaking 
session, but there was little 
sign of a halt to the rally. 
writes Philip Coggan. 

There was some disap- 
pointment early in the Euro- 
pean afternoon, as Wall 
Street failed to respond to 
US producer price numbers, 
which showed yet another 
sharp fall. 

Although the Dow quickly 
bounced back from its initial 
losses, the weak data, by 
making US interest rate 
rises less likely, prompted 
softening in the dollar. 

A weak dollar usually 
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depresses European stock 
markets, because of the 
potentially adverse effect on 
exporters. 

Those trawling for bearish 
news may also point to Ger- 
many’s Ifo survey, which 


showed a slight drop In busi- 
ness confidence and to the 
accompanying Bundesbank 
warning that the Asian cri- 
sis was likely to cause prob- 
lems for some German 
groups. The Frankfurt mar- 


ket drifted 0.3 per cent 
lower. 

But another four continen- 
tal European bourses 
reached all-time closing 
highs - Amsterdam, Hel- 
sinki, Madrid and Paris. 
Such gains as were made, 
however, were fairly 
modest. 

In Asia, the Hong Kong 
market was lifted by the 
budget, which cut stamp 
duty on share transactions 
and featured personal and 
corporate tax reductions. A 
tax cut on home mortgage 
property payments lifted the 
quoted property sector 8.B 
per cent on the day. 

The Hang Seng Index, 
which has fallen sharply 


since the handover in the 
middle of 1097, rebounded 4.3 
per cent. Most other Aslan 
markets were also higher. 
But some analysts believe 
the Hong Kong rally will not 
last, especially as growth in 
mainland China (set to 
account for 11 per cent of the 
Hong Kong market’s 1998 
earnings) is slowing. 

“If the peg (to the US dol- 
lar) goes, with the stock 
market at current levels, 
then we would see a crisis of 
confidence - just as in 1982-3 
which led to the creation of 
the pegged exchange rate in 
the first place. If the peg 
stays, then Hong Kong is set 
to suffer death by a thou- 
sand cuts. The existence of 


positive real interest rates 
will undermine the banking 
and property sectors" Says 
Edmond Warner, global 
strategist at Nat West Mar- 
kets. 

Warner says that projected '■ 
earnings growth for the HR 
market is 8 per cent and 
“this level of growth is stfil, 
too optimistic. Underweight 
Hong Kong equities.*’ . . 

Details of the latest Japa- 
nese stimulus package, due 
on Friday and speculation 
before the meeting at. the 
weekend of G7 finance min- 
isters, are likely to have a 
powerful influence ah trad- 
ing this week. Japanese 
shares fell in advance of the 
package yesterday. 


US equities 
push through 
8,400 level 


Banks shine as Paris hits record 


FTS£ Actuaries Share 


AMERICAS 


US shares gained ground as 
bullish sentiment among 
technology and financial 
stocks sent the Dow Jones 
Industrial Average firmly 
above 8.400, writes John 
Labaie m New York. 

Traders said the upturn 
partly stemmed from a sur- 
prising new report on pro- 
ducer prices. PPI in January 
fell 0.7 per cent, making the 
third consecutive monthly 
decline for the wholesale 
price indicator. 

By early afternoon the 
Dow was 31.63 higher at 
8.430-13, while the S&P 500 
index had climbed 6.46 to 
1,029.22. 

Although a weak PPI is 
good news for bond Inves- 
tors. Treasuries met with 
profit-taking early in the ses- 
sion. The benchmark long 
bond fell % to 104%, sending 
the yield up to 5.831 per cent 

In contrast, equities were 
broadly higher, as techs 
recovered from Tuesday's 
sell-off. Strength in the com- 
puter sector helped bolster 
the Nasdaq composite, 
which rose 8.75 or 0.51 per 
cent to 1,712.18. 

Hewlett-Packard shares 
led the Dow higher yester- 
day, rising Sift to $63ft after 
Tuesday's news of record 
revenues. IBM was also 
higher, gaining Sift to $103% 

Banc One rose $1% to $57% 
after Oppenheimer raised 
the bank's rating to “buy" 
and the the bank announced 
it would begin an exchange 
for up to $200m in newly 
Issued notes. 

Other banking shares were 
mainly higher, with Chase 
Manhattan rising $2ft to 
SI 22 Vi after Oppenheimer 


rated the stocks a “strong 
buy”. 

In the drugs sector Pfizer 
rose $H2 to S86ft after the 
company announced a initia- 
tive for a new drug. Shares 
of Merck, a Dow component 
stock, were also stronger on 
the day, up $2ft to $122%. 

Many computer sectors 
experienced a recovery as 
buyers sent software and 
chip-makers higher. Intel 
gained $1H to $86ft while 
software leader Microsoft 
climbed Sift to $155)1 . 

Shares of Nike, the shoe 
and apparel company, con- 
tinued to benefit from specu- 
lation that Warren Buffett, 
the high profile US investor, 
is considering a stake. NIke’s 
shares rose $!4 to $44%. 

TORONTO headed lower 
as shares consolidated for a 
second day after their recent 
strong run. The TSE 300 
index eased 22.66 to 6,937.8 
by midday. Volume was 
about 30m shares. 

The heavily weighted 
financials sector led the mar- 
ket lower as investors took 
profits in banks that have 
performed strongly of late. 
Royal Bank of Canada was 
65 cents lower at CSB2.45. 
while CEBC was 40 cents 
lower at C$45.70. 

Gold stocks rose initially 
on a firmer bullion price, but 
later lost ground in tune 
with the broader market. 
Placer Dome was flat at 
C$17.55 while Barrick slipped 
15 cents to C$27.35. 

Industrial leaders were 
fairly mixed. Alcan Alumin- 
ium lost 35 cents to C$44.80 
and Newbridge Networks 
shed 80 cents to C$32.65. 

But Northern Telecom 
moved up smartly, adding 95 
cents at C$69.25. 


Late profit-taking left PARIS 
short of its session-best but 
the CAC 40 index managed 
to nudge to another 

record high. 

It ended 1.26 better at 
3.281.71 after touching an 
intra-day peak of 3,297.93. 

Banks continued to supply 
excitement, with BNP and 
Paribas pushing ahead by 
FFrll.60 or 3.4 per cent to 
FFr355 and FFr4.00 to FFr574 
respectively amid persistent 
talk of the sector being on 
the verge of a big merger. 

Motor stocks stayed in 
demand. Renault gained 
FFr4.70 to FFr201.8 and 
Peugeot FFr15.00 to FFr868. 

Component producers 
were not far behind with 
Mlchelin up FFr15.00 at 
FFr350 and Valeo FFr5.20 
higher at FFr495.7. 

The laggards among lead- 
ers were retailer Promodes, 
which shed FFr68.00 to 
FFr2,610 and hotels giant 
Accor where, quixotically, 
an upbeat morning note 
from Lehman Brothers sent 
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per cent on Tuesday on 
rumours Mr Murdoch was in 
talks to buy a controlling 
stake from Ftninvest, Medi- 
aset’s parent 

Following Mediaset's deni- 
als of any stake sale, the 
share s lost L8l to L9.983. 

STOCKHOLM lost ground 
as gains in banking stocks 
were offset by a slide in car- 
maker Volvo. 

Volvo lost SKr7.50 to 
SKr227.50 after revealing 
with Its results its plans to 
buy the construction equip- 
ment arm of Samsung Heavy 
Industries in South Korea. 
The deal disappointed inves- 
tors who had been hoping 
for a share buyback. Talk of 
a possible purchase in Asia 
had been circulating but 
hopes had centred on a deal 
in the motor sector. 

Ranks posted gains follow- 
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Mexico falls at midday 


MEXICO CITY fell sharply at 
the opening amid continuing 
worries about the country's 
trade figures, due out later 
yesterday, and additional 
concerns about low export 
prices for Mexican oil. A 
weak start for the Dow also 
dampened sentiment. The 
IPC index was 54.17 lower at 
4,459.72 by midsessiou. 

Market heavyweight Tel- 
mex was 5 centavos lower at 
21.05 pesos in line with its 
ADRs listed in New York. 
However, market volumes 
were very thin and dealers 
said there was little real sell- 


ing pressure coming from 
investors. 

SAO PAULO lost ground 
at the open, hit by a weaker 
Dow and plagued by uncer- 
tainty ahead of yesterday’s 
options expiry. The Bo vespa 
Index was 94 lower at 10,326. 

SANTIAGO shrugged off 
regional gloom to gain 
nearly 2 per cent in morning 
trade, helped by heavy buy- 
ing from domestic investors. 
Dealers said easing interest 
rates and a strengthening 
peso were buoying senti- 
ment. The IPSA Index was 
1.65 higher at 94.42. 


the shares down FFr28.00 to 
FFrl.300. 

Cheese-maker Bongrain 
fell FFr123 to FFr2.612 fol- 
lowing a downgrade from 
“hold" to “lighten" by SBC 
Warburg. Builder SGE 
jumped FFr5.70 to FFr178 
after CCF Elys&e Bourse 
moved up from “lighten" to 
“reinfo rce". 

FRANKFURT slipped into 
negative territory in after- 
noon trade as shares consoli- 
dated after breaking through 
the 3.600 level on Tuesday. 

The Xetra Dax index 
ended 15.76 lower at 4,611.66. 

Uninspiring results from 
Deutsche Bank, down 
DM1.80 to DM125, left bank 
shares generally weaker. 
Dresdner lost 70pfg to 
DM84.69. while Commerz- 
bank finished the day 66pfg 
Lighter at D65.S5. 

Hoecbst extended Tues- 
day's losses following a mag- 
azine article that warned 
that the chemicals group's 
profits were set to foil. 

The shares ended DMl 


brFQEi 

lower at DM67.50. Philipp 
Holzmann gained DM3-L50 to 
DM462.50 as investors 
digested the construction 
group's results, announced 
on Tuesday. 

Increasing optimism about 
the sector's prospects helped 
Bllflnger & Berger to climb 
70plg to DM49.50. 

Volkswagen was in focus 
after stories surfaced that 
the carmaker was poised to 
revive a controversial capital 
raising exercise it postponed 
last autumn after the shares 
fell below the DM1,140 issue 
price owing to turmoil in 
emerging markets. 

The shares, which have 
recovered since bottoming at 
DM882 in January, came off 
on the talk after opening 
brightly, up DM12 at 
DM1,143. They ended just 
40pfg higher at DMl.131.40. 

AMSTERDAM hit a record 
high with the AEX Index 
gaining 9.80 to 1.016J0. Vol 
time, buoyed by aggressive 
options activity ahead of 
tomorrow's expiry, was 
heavy. 

Financials were in the 
thick of the action with ABN 
Amro up FI 3-00 at FI 44.30 
and ING FI 3.90 ahead at 
FI 104.30. Combined volume 
in the two leaders was 29m 
shares. Fortls Amev rose 
FI 2.40 to FI 10830 amid talk 
that the group was poised to 
expand its links with Gen- 
eral Bank of Belgium. 

Internationals were dull. 
Royal Dutch gave up FI LOO 
to F] 107 and Philips ended 
all-square at FI 156 in spite 
of an earnings upgrade by 
ING Barings, which lifted its 
target price for the electron- 
ics giant to FI 190. 

MILAN opened flat and 
then turned lower as shares 
consolidated after Tuesday's 
record-breaking perfor- 
mance. The Mlbtel Index lost 
127 to 19.805. 

Mediaset gave up some of 
Tuesday's gains after the 
broadcasting group said it 
was in “Informal talks" with 
Rupert Murdoch's News 
Corp, among others, about 
international aiHanruc 

The shares had soared 6 


ing a string of positive 
results on Tuesday. 

SE web SKi3£d up 

to SKrlHWO. while Handels- 
banken advanced SKrlQ to 
SKr384. . 

Overall the general index 
lost 3^7 to 3,193.04. 

MADRID ended at a fresh 
boosted by buying interest 
in the banking sector. . 

The general index ended 
3.54 better at 727.94. 

Argeotaria outperformed, 
gaining Pta280 ;to PtalL090 
at the end of its privatisation 
offering, with dealers saying 
it still looked cheap com- 
pared to other batiks. 

BBV gained PtaSO to 
Pta6.370 and Popular ended 
the session Pta210 to . 
Pial 1,630. 

Written and edited by Jeffrey 
Brown, Jonathan Ford . and 
Nicholas Mffisr. 


SOUTH AFRICA 

Upbeat financials, which 
rose far the 10 th day run- 
ning, kept shares in Johan: 
nesburg pointing Uglier. In 
good volume, the all share 
index added 52.0 to 6,813.2. 

Financials dominated 
trading. The sector index 
rose to a record 12J1L a 
gain of 257-5 or 22 par cent 
as merger speculation per- 
sisted. Industrials rose. 89-7 
to 7,992^1, but golds sagged 
as bullion weakened, falling 
23.1 to 806.4. 


EMERGING MARKET FOCUS 


El Nino lashes 




Some had thought that 
Peru might escape lightly 
fhfa year from the unpre- 
dictable El Nifio warm cur- 
rent, which periodically 
affects the west coast of 
South America. But in the 
past month severe flooding 
has had Investment bank- 
ers 'and analysts r e achi ng 
for their -calculators to 
revise downwards GDP 
forecasts for 1998. 

. “El Nifio is causing tangi- 
ble damage to output, ” says 
stock exchange president 
Jose Luque, “There's a lack 
of confidence as investors 
ask how bad it will be.” 

Most Investment banks 
have cut forecasts for GDP 
growth this year from 
about 6 par cent to 49 pa 
cent or even lower. Exports 
any fell about 10 per cent, 
while imports of basic food 
stuffs will undoubtedly 
rise. The resulting unusu- 
ally large trade gap may 
then push Peru’s current 
account deficit above 6 pear 
cent of GDP, uncomfor tably 
high by international stan- 
dards even though largely 
finance d by long-term capi- 
tal flows. 

El Nifio “will clearly 
have an effect on this 
year's macroeconomic star 
fistic," says Pyere Griffiths, 
of Deutsche Morgan Gren- 
fell's Lima office, “but it’s . 
hard to predict Pacific - 
stock market casualties. " 
The Lima market has 
been sluggish for months. 
Long before the shock- 
waves of the Asian crisis 
last October, Lima had. 
been buffeted by confi- 
dence-shaking political 
events. Fluctuating mining 
shares, which tend to fol- 
low crests and trough s , of 
international metals prices, 
have only added to the 
uncertainty. . 

Reflecting international 
nervousness, volumes on 
the Lima stock, market 
have -shrunk to a dally 
average of CTSStl.ffm * 
against pre-Asian crisis lev- 
els of US$15m. . Similarly, 
the general share index has 
so for backtracked "8 per 
cent this year. 


Warn 

Urns ' General kid#* 



Investors seeking defen 1 
sive sectors have been pick- 
ing out ™»mgnt shares. Con- 
struction, private and 
public, is likely to surge In 
the wake of El Nifio. 

. Ah Increase in stock mar- 
ket activity should be pro- 
vided by. injection of 
US$500m in shares retained 
by the state in majority- 
privatised companies. 
Three new mutual fund 
administrators, to be 
selected next month by 
international tender, will 
handle the shares on behalf 
of the chosen beneficiaries. 
Peru's long-neglected old- 
age pensioners* 

To provide the fund with 
immediate liquidity, . gov- 
ernment privatisation com- 
mission Coprl is~ expected 
to float at least half the 
■haras via international 
offers in the next months. 
Priority is likely to go to 
the state’s share in Edegel, 
the Lima energy generation 
company; its market value 
is about US$280m. 

“As well as helping com- 
pensate Peru’s elderly, who 
have borne the brunt of 
structural adjustment in 
the past few years, 1 the new 
fluids and the shar ps they 
trade will add important 
liquidity and assist-creation 
of a real capital market," 
says Javier Tovar, head of 
Conasew, -Pern’s securities 
and exchange commission 
and. who also presides over 
the mutual fund Initiative. 

*: Sally Bowen i 


Budget data boosts Hong Kong 


ASIA PACIFIC 


A budget boost got firmly 
behind HONG CONG, send- 
ing property shares steeply 
higher and lifting the Hang 
Seng index 438.92 or 4-29 per 
cent to 10,670.60. 

A wide range of tax mea- 
sures was welcomed with 
open arms by investors who 
went on a buying spree late 
in the session. Property 
shares were aggressively 
sought and the sector index 
ended up 8.8 per cent. 

Cheung Kong rose HKS4.50 
to HKS52.50 and Sun Hung 
Kai HKS4.30 to HKS53.00. 
Banking leader HSBC rose 
HKS7.50 to HK$202 for a 
two-day advance of 7.5 per 
cent ahead of next week’s 
results statement. 

TOKVO fell back amid 
fresh cynicism about the 
Japanese government's 
plans for bold steps to boost 
the economy, writes Gillian 
Tett in Tokyo. 

The Nikkei 225 Average 
closed 176.82 or 1.05 per cent 
lower at 16,613.89. The Topix 
index of all first section 
stocks lost 10.07 at 1260.94. 
First section volume 
remained weak at 350m 
shares. 

Analysts said the fall 
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reflected concern that the 
government’s next stimulus 
package, due to be released 
tomorrow would disappoint 
the markets. 

The US, and other leading 
trading partners, is pressing 
Japan to take action to boost 
its economy, and such calls 
are likely to be reiterated at 
a G8 meeting in London this 
weekend. However, senior 
politicians In Japan have 
indicated that Friday's pack- 
age is likely to focus on 
deregulation and structural 
measures, rather than fiscal 
steps that could boost 
demand. 

The day s most actively 


traded stock was Mitsubishi 
Heavy Industries, which fell 
Y38 to Y4S8 following Tues- 
day's profits warning. 

Meanwhile, Nlkko Securi- 
ties was hit by media 
reports: it fell Y9 to Y470 
amid expectations that pros- 
ecutors planned to arrest a 
politician over allegations of 
corrupt links with Nfkko. 

SEOUL was boosted by 
news that US rating agency 
Standard & Poor’s had raised 
the country's credit ratings. 
Helped also by foreign buy- 
ing and news of a passible 
corporate deal involving 
Volvo, the Swedish car- 
maker, the composite index 
ended 16 higher at 437.73. 

Foreign buying helped 
push the index -La per cent 
higher at one point, but it 
Later subsided as locals took 
the chance to lock In profits. 

Korean Electric Power 
gained I,400won to 
19.400won on foreign inter- 
est. Samsung Electric rose 
S.OOOwon to £2,Q00won, while 
LG advanced i,400won to 
19.4Q0won. 

Samsung Heavy Indus- 
tries, which admitted today 
It was In talks with Volvo 
about a joint venture, fell 
550won to 6.4Q0won. Inves- 
tors were said to be disap- 


pointed after Samsung dis- 
missed a newspaper report 
that Volvo was likely to pay 
S5O0 to 5700m for a 15 per 
cent stake. 

KUALA LUMPUR 
advanced as investors 
snapped up financial stocks. 
The composite index ended 
14.07 higher at 704.90. 

Financials gained on the 
centra] bank's Tuesday 
announcement that It would 
be flexible In applying Its 
March 31 deadline for 
finance companies to merge. 

Rashid Hussain advanced 
35 cents to M$3.30, while 
Commerce Asset gained 32 
cents to M$3 .38. 

MANILA firmed through 
the day, helped by a 
strengthening peso. The 
composite Index ended 42.07 
higher at 2,097.60. 

Buying was focused on 
heavyweight blue chips. 
Met rob a nb gained 12.50 
pesos to 287.50 pesos and San 
Miguel B shares rose 5 pesos 
to 62.50 pesos. 

SYDNEY ended little 
changed, with most interest 
centring on telecoms giant 
Telstra, which added 6 cents 
to a record AS3.56. News 
Corp shed 4 cents to AS9-38. 
The All Ordinaries index 
added 4.2 at 2,6612. 



GET READY FOR 
A BETTER WAY 
TO MEASURE 
EUROPEAN STOCKS 



SToxx limited A Joint Vsntwa of Deutsche Una AG. 


£jr. % - 




9 




# 

p« 


m 



V . 











7 









f ? 





LOCAL GOVERNMENT 


••»••••••••»•«»» 

An interyi^ VirHli tGA ’; 
chief Bria$ Briscoe - 

Pag mi 2 ■"* 


Plenty to crow^abtkrt in 
‘capital^ 

Pages 3-5 


May’s policy document may herald a fresh 
initiative aimed at curbing car use and 
promoting an integrated transport system. 
Charier Batchelor reports 
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Towards a more 
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Britain’s transport policy 
has been held up on amber 
for several years. The unbri- 
died growth of- the motor car 
and the expansion of the 
roads network were given 
the red light in recent back 
gets but a green light has yet 
to be given for the expansion 
of public transport. 

That Is awaiting, publican ' 
tion of the goveriimenrs 
transport . white .paper in 
May. The business comma- . 
nity, the transport sector 
and local authorities around 
the country hope that this 
will end the policy-making 
hiatus of the Conservative 
government’s final years and 
the pause for breath follow- 
ing Labour's accession to 
power. . ■■ 

They are keen, to see what 
Is actually meant by “inte- 
grated transport,” which has 
become the touchstone of 
John Pracptt, deputy prime 
minister. Whafjt appears .to 
mpfln is an ambitious ' pro- 
gramme ranging ; • from 
greater coherence, between. . 
policies on land use plan- 
ning, the- - environment,. - 
urban renewal and transpart 
to ensuring that" local bus! 
and train tfimetihfe^are 1 C6-" 
ordinated--.. : ' ; v 

“We want to take a wider,-" - 
more strategic view of trans- 
port policy," Mr -Prescott 
promised at the launch of • 
the consultation period- for '• 
his new legislation. “Con - 
tinuing -with previous poll--: 
cies is simply not an option."' 

A combination of financial 
constraints and grass roots 
pressures forced the last gov- . 
eminent to abandon its ‘ 
long-term <xnxmfitment : to 
the private car. -The. roads 
building programme, was 
slashed over four successive 
budgets and. annual fuel 
duty increases , of 5 per cent, • 
since raised to 6 per cent, 
were instigated. ■’ 

The challenge facing Mr 
Prescott and his planners is 
to take matters further -to . 
put something in the place 
of the country’s previous 
reliance on the car. Tit’s no 
good being tough with the 
motorist but not offering a 
choice." Mr Prescott said. 
“You have to have public 
transport which- is worth 
using." 

Without drastic action to 
curb car use, a further 10m 
cars are expected to -need 
spaces on the roads network 
by 2025. in addition to "the 
aim already there. The most 
recent official calculation of 
traffic trends, the first for 
eight years. ’ forecast 
in traffic volumes 
of up to 84 pfflv.cent.by 2031 
unless .steps' are taken to. 
curb growth. - 


One answer to this prob- 
lem is to make motoring' 
more expensive. Apart from 
the -increase in fuel duty,- 
! which! is. a. crude measure 
which, hits the poor and 
people living in the' country 
disproportionately, ’ tax 
incentives which boost the 
Use of company «ir« are 
under review. 

T^ gbvenimaht' js alsb- 
lookjng at electronic road 
pricing schemes in. urban 
areas and on motorways. 
But the first would be com- 
plex to operate while the sec- 
ohd couia have the perverse 
effect of driving cars off pur- 
pose-built segregated roads 
onto local streets. ’ - 

Restrictions on cars enter- 
ing, town centres, and the. 
mare widespread use of bus 
lanes, are alternatives /which 
do not impose a direct cost, 
on' motorists ' but which • 
would reduce congestion and 
benefit public transport ■ - ; 1 
- Rpad charging would pro- 
vide" a "valuable source of 
new f revenues, for -a govem- . 
m^whicVin its .first two 
ye^,is~ committed. to main- 
-taining the spending limits . 
seLby jfa. predecessor. But . 
orgafi^ the 

AA-^and RAC and business 
grot^ such as the Frei^xt 
Transport Association are 
opposed to . additional costs : 
being; imposed nn -drivers 
unless^ the funds go into 
transport- improvranents. 

One idea being considered 
by the goverhment is for 
local 7 authorities 1 . to ' be 
allowed to impose charges 
for read use dr fbr employee 
parking spaces on busings 
premises. The Local Govern- 
ment Association, represen t- 
ing nearly 500 local authori- 
ties fo England and Wales, is 
in fiayour of this Idea pro- 
vided the money raised can 


be used for investment 
locally. 

“The current level of 
resource available to local 
authorities and other agen- 
cies for transport is simply 
not adequate,” the associa- 
tion said. It is calling for 
local authorities to be given 
wider powers to take traffic 
measures -and impose 
charges. 

. The . LGA believes that 
national transport policies 
can best be delivered at a 
regional and local level and 
is backing the idea of indi- 
rectly elected regional cham- 
bers, with statutory powers. 

The chambers would draw 
up a‘ regional strategy 
embracing transport, land- 
use planning and thw envi- 
ronment. and would oversee 
efforts to reach locally-set 
traffic targets covering, far 
example, car use vs public 
transport and levels of 
exhaust emissions. 

The past few years have 
been a time of frustration for 
411 those individuals and 
organisations anxious for 
transport policy at a 
national level to take a more 
environmentally sustainable 
direction.' But it has not 
been a- time of Inactivity 
locally. <5ties and counties 
have been developing inno- 
vative local transport plans 
designed to fillthe gaps left 
by national policy: 

• Edinburgh is creating 
pedestrian zones and bus- 
only routes as part of its 
Moving Forward programme 
designed to reduce city cen- 
tre car use from 48 per cent - 
in 1991 to 34 per cent by 2010. 

• Leicester has launched 
the : OK’s first pay-as-y ou- 
tdrive road pricing experi- 
ment Roadside radio bea- 
cons deduct value from a 
smart card fixed to the. car 
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windscreen of volunteers in 
the scheme. 

• Hertfordshire county 
council. meanwhile, 
launched its Herts ^Smart 
Scheme in December with 
the distribution of up to 
30,000 smart cards for use on 
buses by local schoolchild- 
ren and elderly people. The 
aim is to encourage bus use 
and allow closer monitoring 
of the council's £9.5m spend 
on concessionary travel 
Buses have been one of the 
most controversial areas of 
transport planning over the 
past decade. The previous 
government's de-regulation 
of services outside London 
led to unbridled competition 
In many areas. Bus miles 
rose sharply but the quality 
and co-ordination of services 
declined and passenger num- 
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bars continued their seem- 
mgly inexorable fall 

The last government, 
embarrassed by the excesses 
of some operators, devised, a 
“quality partnerships” 
scheme to encourage bus 
operators and local authori- 
ties to work more closely 
together to improve stan- 
dards. The present govern- 
ment seems set to 
strengthen these arrange- 
ments, possibly by introduc- 
ing tougher quality stan- 
dards. 

Despite the important role 
played by buses, their dowdy 
image is unlikely to lure 
many drivers from their 
care A far more attractive 
prospect, in the eyes of 
many local authorities, is 
the tram. Manchester and 
Sheffield have working light 


rail systems while Birming- 
ham and Croydon are build- 
ing new lines. 

But light rail is expensive, 
normally requires central 
government subsidy to build 
and is inflexible once the 
system is installed. Get your 
routes and your passenger 
forecasts wrong, as Sheffield 
has, and the costs mount 
alarmingly. 

Reducing costs has been a 
priority of the new private 
owners of Britain’s main line 
railway network following 
the break-up and sale of Brit- 
ish Rad. But concerns are 
now arising that they may 
have cut back too far. After 
a good start during 1996 
when reliability and punctu- 
ality improved, performance 
has fallen back in recent 
months, prompting renewed 
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criticism of privatisation. 

Many of the gloomy warn- 
ings made about privatisa- 
tion - that it would endan- 
ger passenger safety, that 
the mass of interlocking con- 
tracts would prove impossi- 
ble to manage or prompt liti- 
gation, have not come to 
pass. What has hit the rail- 
ways is a simple day-today 
failure of operational man- 
agement, due some observ- 
ers feel, to the reduction in 
the numbers of supervisors 
and middle managers. 

Expanding the network, in 
the shape of the £3bn Chan- 
nel tunnel rail link, has also 
run into difficulties. The pri- 
vate sector consortium con- 
tracted to build the link was 
last month forced to 
acknowledge that its passen- 
ger forecasts had been over- 


optimistic. The government 
rejected its appeal for a fur- 
ther £l£bn of subsidy and is 
seeking a new promoter for 
the project 

But all is not gloom on the 
railways. Privatisation is 
bringing new long-term 
funding with more than 
£500m of new trains on order 
and ambitious plans for a 
£2.1 bn upgrade of the west 
coast main line and the 
£56 Om expansion of the 
Thames link network across 
London. 

The problem posed for 
regional planners by the new 
rail framework is that they 
wfl] be dealing with private 
companies attempting to sat- 
isfy their sbareholders and 
provide service levels which 
meet minimum standards 
laid down in their franchise 
contracts. Fitting in with an 
integrated regional transport 
plan is not their first prior- 
ity. 

All the more reason to cre- 
ate a strategic rail authority, 
to take an overall view of 
rail development, say the 
critics of the present frame- 
work. More details of the 
government's plans for the 
authority are expected in the 
white paper. 

The challenges facing the 
government in devising a 
more rational approach to 
transport are considerable. It 
must make the most of the 
infrastructure investments 
which have already been 
made and spend wisely on 
the new. But the real politi- 
cal test will come in persuad- 
ing car drivers to pay more 
for - or even give up - some 
of the freedoms they now 
take for granted. 
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Brian Briscoe: 1 want local government to be good at promoting local prosperity and safe, healthy and environmentally sustainable communities' 


INTERVIEW 


Local government hero 


Brian Briscoe, chief executive of the Local 
Government Association, will be a hero if 
he can restore power to the town halls. 
He talks to Alan Pike about his ambitions 


Transport House, 

Westminster, once famous as 
the headquarters of both the 
Labour Party and the Trans- 
port and General Workers 
Union but abandoned In 
recent years, is returning to 
life. 

Brian Briscoe, chief execu- 
tive of the Local Govern- 
ment Association - formed 
last year to give English and 
Welsh councils a single, 
strong representative voice 
- has completed arrange- 
ments to move his organisa- 
tion into the Smith Square 
b uilding . 

His property deal will 
locate the LGA at the heart 
of power close to parliament, 
and return Transport House 
to a use appropriate to its 
former political significance. 
If Mr Briscoe can pull off the 
same trick for local govern- 
ment itself, regaining the 
power and influence it once 
enjoyed, he will achieve hero 
status. 

Like Transport House, 
local government has a dis- 
tinguished past. Many of 
today's most taken-for- 
granted improvements in 
housing, education, sanita- 
tion and other spheres had 
their origins in the efforts of 
local authorities. 

Mr Briscoe, a m an of mod- 
ern managerial style who 
was chief executive of Hert- 
fordshire council council 
until he left to set up the 
LGA, does not recite this roll 
of honour oat of nostalgia. 
For him it illustrates an 
acutely practical, contempo- 
rary belief - that many 
aspects of public life are best 
run locally. 

The previous government, 
wedded to different priorities 
in central-local relations, 
stripped councils of service 
responsibilities and curtailed 
their financial freedom. In 
the combative atmosphere 


that resulted, any change of 
government was likely to be 
regarded with optimism by 
councillors. 

Even allowing for this. 


to trust local government. 

Labour gave election 
pledges to introduce changes 
to the restrictive local gov- 
ernment finance regime. 
These included ending the 
crude and universal capping 
of council tax increases, and 
restoring local control over 
business rates. 

But concern is mounting 
in town and county halls 
that, while the promises may 


however, relations wfthr be honoured, it will be in 


incoming ministers got off to 
a particularly good start. Mr 
Briscoe and Sir Jeremy Bee- 
cham. the LGA's political 
leader, were the first official 
visitors to John Prescott, 
deputy’ prime minister. last 
May after he gained respon- 
sibility for the big new 
Department for Environ- 
ment. Transport and the 
Regions. 

"Since then, the govern- 
ment has taken a series of 
positive steps to signal the 
start of a new relationship 
with local authorities." says 
Mr Briscoe. 

"It has signed the Council 
of Europe’s charter of local 
self-government. Mr Prescott 
has set up a new central-lo- 
cal forum, with nine cabinet 
ministers attending its most 
recent meeting. 

"We are involved in 
around 50 areas of joint 
working with central govern- 
ment- Many of the govern- 
ment's policy priori- 
ties - public health, crime, 
integrated transport - in- 
volve working in conjunc- 
tion with local authorities if 
they are going to have full 
effect." 

Government willingness to 
work with local authorities 
bas been welcomed by 
Britain's councillors; they 
are more apprehensive about 
whether ministers will grant 
them sufficient freedom to 
run their own affairs. 

A “fundamental central- 
ism." observes Mr Briscoe, 
affects all governments. 

The present one. coming 
to power after nearly 20 
years of particularly central- 
ly-driven policies, faced a 
test of showing the courage 


such a restricted and narrow 
fashion that tight central 
control over council budgets 
remains in place. 

If this proved the case, 
believes Mr Briscoe, the 
social policy outcomes that 
the government is seeking 
would suffer. 

“No big private sector 
organisation would operate 
on the basis that all finan- 
cial and customer-related 
decisions were best made in 
head office. There are more 
effective ways of spending 
public money than to 
assume everything has to be 
decided centrally and 
applied in a uniform fashion 
across the country. 

"Schemes that are tai- 
lor-made in response to vari- 
ations in local circumstances 
and priorities achieve better 
results." 

The Labour-controlled 
LGA has already registered 
its first public criticism of 
the government. It is con- 
cerned that regional cham- 
bers, consisting of council- 
lors and representatives of 
other local interests, will 
have insufficient influence 
over the nine English 
regional development agen- 
cies due to be set up next 
year. 

Mr Briscoe says the associ- 
ation will continue to press 
the Issue during the RDA 
bill’s passage though parlia- 
ment. in an effort to ensure 
that the agencies pay more 
than lip service to regional 
accountability. 

Councillors are. mean- 
while. coming under govern- 
ment pressure to improve 
their own accountability. 

Ministers want them to 


consider abandoning the 
traditional committee 
system of decis ion-making in 
favour of elected mayors, 
local cabinets and similar 
innovative democratic 
structures. 

The hope is that this will 
make councillors more 
responsive to community 
concerns and priorities, and 
raise Britain's poor turn-out 
in local elections. Councils 
will also face a new legal 
obligation to provide best 
value for the public in all 
services. 

Mr Briscoe supports Best 
Value and experiments with 
new democratic 

arrangements - but believes 
they must be introduced as 
part of a single local 
government bill this au tumn 
that also addresses the 
fundamental question of 
allowing councils greater 


financial freed om. 

1 want local government 
to be good at doing four 
things - promoting local 
prosperity and safe, healthy 
and environmentally 
sustainable communities. 
Councils must do tw« in 
partnership with central 
government, and in 
partnership with the private 
sector, the voluntary sector 
and the community. People 
■will do it differently place by 
place, responding to local 
priorities. 

“But I do not believe yon 
can make local government 
more accountable by 
concentrating on 
modernising its democratic 
structures alone. If 
councillors are to be held 
truly accountable to their 
local communities, they 
must have financial 
responsibility." 
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Reporting Britain, the FTs 
regular report on developments In 
Britain's regions will next appear 
on March 19, and then on the 
third Thursday of each month, with 
the exception of January and 
August 

Each issue will contain a focus 
on one or more regions, In which 
economic, industrial, political and 
social developments will be 
analysed. 

New urban regeneration 
initiatives and the latest inward 
investment trends wiR also be 
featured, together with case 
studies and profiles of prominent 
schemes and individuals. 

The March issue will include 
special focuses on London, York 
and a report on can centres. 

Other features will examine inward 
investment and urban renewal. 

Comments on this Issue, or 
ideas for future issues, are 
welcome and should be sent to 
the Editor, Reporting Britain, 
Surveys Department, Financial 
Times, One Southwark Bridge, 
London SE1 9HL Fax: 4-44 (0)171 
873 3197. 

e-mail: ft.surveys@ft.com 
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Plenty to crow about in 

north-west’ 




With widespread signs tif growth and devefopment, Manchester now seems likely to 
achieve its ambition of becoming a, European hub, Sheila Jones reports 

Manchester is in confident 
mood. -A city that is never 
bashful about its achieve- 
ments, the self-proclaimed 
capital of the north-west has 
more than usual to crow 
about. 

When an IRA bomb struck 
in 1996, Manchester , paused 
in shock. Butdlsakterwas 
turned quickly into : an 
opportunity for growth and 
revival. The. scars «f the 
bomb are still there, but 
rebuilding work has only 
quickened the pace ofregen- 
eration that began -at- the 
start of the decade;* 'lAU 
around . the city? there-? ace 
signs of develofijn^iWui: 
growth. * 

The 'citrSf 

beyond -the. -.-north-west - 
region. It wants to establfsh 
itself as a European hub,' . 
recognised as the UK’s sec?-’- 
ond city and < a , place in 
which to invest .- 

The pieces arefaliing ihto 
place. After winning the hat 
tie a year ago for the rebufl cl- 
ing of a second runway 'at 
Manchester Airport, toe 1 city 
looks well placed to achieve 
its long held desire to be 
home to the second busiest 
airport after Heathrow. 

Manchester is beginning to 
look and feel like a Euro- 
pean city. Magnificent ware- 
houses from an earlier " age 
are being converted into 
modem loft apartments and 
offices. .Railway arches are 
being turned into cafe bars 
and shops, alongside the 
canals. The city centre trams 
give a continental European 
look. 


Residential developments, 
in. areas such as- CastjgfleM 
- on the edge of the city, and 
Salford Quays a few miles 
away, are luring people back 
into the city to five. 

^Manchester is shaking off 
its dirty industrial image. ; . 

. The city centre's revival 
and the development of the 
airport will go a long w$y to 
farther enhance Manches- 
ter image beyond the UK. 
Business people outside the 
city- are already saying it is 
' as -a tt r a ct lv e place to invest 
.accardingtoBusinessStrate- . 
‘fiSfeSjthe bo^iliancy.'finn; 
it in aT study.j?ublished last. 

- '-;also 

pragmatic political -leader- 
ship" that ahpwed the for- 
mation of effective parthier- 
sh^ between the public and 
private, sectors. 

Tievelopments In- -the ’ city 
: centre, -.however.- stand in 
.contrast to Manchester’s 
inter city areas, and to soine 
parts of the Greater Man- 
Chester conurbation. 

. H Manufacturing . employ - 
menthalved in the recession 
of-ithe early 1980s and while 
■ the capacity left behind has 
largely stabilised, there are 
'still high levels of unemploy- 
ment/ 

“Manu£actia±og will never 
be a mass employer- here 
-again." says Richard Leese. 
Labour leader of Manchester 
Council. ^Btrt it will create 
wealth, and it wifi sustain 
other sectors such as leisure, 
Jgftd other, service sectors 
that are growing. 1 " 



Lease; 'Manchester is 80 per cent inner cHy 1 
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-The challenge for Man- 
chester, he says, is “to build 
the connection between the 
success in the city centre 
and the communities around 
the centre", such as Hulme 
ami Moss. Side. 

.'Manchester is 80 per cent 
inner, city. It is a belt of 
areas where- we have to cre- 
ate neighbourhoods where 
people want, to live, by 
'improving schools; improv- 
ing amenities and improving 
some appalling housing. But 
there is no quick fix." 

Manchester’s' City Chal- 
lenge project in Hulme, 
which began in 1990, is held 
. pp as. an . example of inner 
•city regeneration working 
‘■WeeSveT^fhtough public- 
private- partnership. The 
area was seen as a ghetto, 
suffering from extreme lev- 
els of deprivation, poor hous- 
ing, high unemployment and 
low achievement in educa- 
tion and skills. - 
The city council linked up 
with Amec, the construction 
company, to draw up a plan 
. for. the region, involving 
local businesses and commu- 
nity leaders. The area was 
cleared of its slum housing 
and 2,000 bousing associa.- 
tion properties were built. 
Public sector funding helped 
to lever in private sector 
investment.' -Government 
funding of £37. 5m was 
matched by private sector 
investment of nearly £200m_ 

• “Once a base is estab- 
lished, the need for subsidy 
is reduced," says Mr Leese. 

Bell way Homes, -a local 
developer, has built modern 
apart ments in Hulme. Asda 
is- preparing to open a large 
store on the. newly-refur- 
bished shopping centre, 
where the area had failed in 
the past to attract any of the 
large chain stores. 

:?The image has changed. 
It teed to be entirely nega- 
tive. So- far there are . real 
signs that it is working.. 
People are staying and so 
-the population has Stabi- 
lised. Families bad almost 
. disappeared because the 
housing and the area did not 
suit them. That is changing 
too." 

Funding for the Hulme 
project ended last year, 
although redevelopment of 
the area continues. Other 
regeneration projects are 
under way in the inner city 
areas, mainly to the north of 
the city centre. A further 
regeneration success in the 
dty has been the revival of 
Tr afford industrial park, 
where the recently wound 
-up- Trafford Development 
Corporation helped to bring 
ah extra 27,000 jobs to the 
site in 11 years. 

Mr. Leese believes one of 
-the reasons for the success 
of the Hulme project was the 
level and focused nature of 
funding through the govern- 
ment’s City Challenge proj- 
ect. “It was very concen- 
trated, geographically and 
over time. It received base 
funding of £7-5m a year for 
five years." 

This compares with the 
£17m spread . over seven 
years for regeneration in 
Cheatham, near Salford, 
funded by the government’s 
single regeneration budget 
.which Mr Leese argues is 
spread too thinly. 

In the years ahead, Mr 
Leese believes the priority 
for the area, which still suf- 
fers unemployment levels 
twice the national average. 


will be to link social policy, 
education and training with 
the need for physical 
improvement and economic 
development. "Again, the 
Hulme project has taught us 
an awful lot about how we 
can make those links." 

Mr Leese also argues that 
Manchester has a strong role 
to play as a prime economic 
generator in the north-west, 
region under the hew 
regional development agen- 
cies. While there are fears in 
some parts of the region that 
Manchester will be either 
too dominant or too inclined 
to act on its own, Mr Leese 
insists that from a council 
point of view “we do want to 
play that wider role". ' 

Manchester’s engagement 
with the new RDAs will be 
important to the success of 
the region as a whole in its 
pursuit of development, 
given its central geographi- 
cal location, and its position 
as home to the region's 
international airport 

Its own economic pros- 
pects look strong, bolstered 
by regeneration and infra- 
structure projects such' as 
the new Bridgewater Hall, 
the airport’s second runway 
and the planned construc- 
tion of a sports arena for the 
Commonwealth Games in' 
2002. 

Patrick Steele, senior econ- 
omist with Greater Manches- 
ter Research, believes that 
projects like these and oth- 
ers to come will underpin 
development that is likely to 
stand the city in good stead 
for the next century. 


KEY FACTS 


Population: 2.5m (Greater 
Manchester) 

GDP: £22bn ' 

Business facilities: 
Showpiece conference 
centres include G-Mex, .' 
Bridgewater Hall and 
Nynex arena.- • 

Education: Four - 
universities (and highest 
ratio of students to locals 
in the UK); Manchester 
Business School. ; 

Sport and leisure: two 
. premier, league football 
clubs; Europe’s largest - 
multi-purpose indoor 
sports and entertainment 
facility at Nynex. 
Velodrome centre. 

■Castifgteid heritage area;. 
Bridgewater Concert Hall, 
2^35-seat auditorium; 
home of the Hall# 
orchestra. Commonwealth 
Games arena being 

■ -developed. - . . - 

-Shops: Gity ctetre: 

- leading department stores 
and niche retailers. 
Traffoid Centre out of 
town, with lead retailers 
induding Selfridges, 
Debenbams ate Boots. 
-Travel: Air Manchester “ 
int e rn ati onal airport, 15 - 
minutes from dty centre 

Raib Mainline stations, 
Piccadilly and Victoria. In 
city ■ centre; Euroste fink 
to Paris via Waterloo. . 
Metrolink light raiL 
. Road: Manchester is at 
the centre of half the UK's 
motorway network. ; - 
Travel times: London 8ft 
hours <198 miles); 
Birmingham 2 hours (82 
miles); Glasgow 3ft hours 
(210 miles): Edinburgh '4 
hours <219 miles). . 

Sea: nearest port, 
Liverpool ( l-hour drive). 
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behind it. 


Us. 


Contact: John Moodv on 
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FINANCIAL SERVICES 


Strong banking roots have underpinned sector’s development 


Manchester is focusing on the sort of 
business where it may have an advantage 
over London. Sheila Jones reports 


Manchester has long seen 
itself as the financial capital 
of the north. Its strong his- 
torical roots in banking and 
insurance have underpinned 
the development of a finan- 
cial services sector that 
today is rivalled in size and 
scope only by London. 

In the past five to 10 years, 
the city has consolidated its 
position as the main centre 
outside the capital offering a 
one-stop shop for financial 
services. 

Manchester argues that its 
array of financial and profes- 
sional services gives it the 
edge over cities such as 
Liverpool. Leeds and Bir- 
mingham, although it can- 
not afford to rest on its lau- 
rels. Leeds, in particular, has 


been catching up rapidly and 
is g aining a reputation as a 
more dynamic centre. 

Rather than competing 
head-on with London, which 
analysts acknowledge is 
futile. Manchester is trying 
to focus on the sort of busi- 
ness it can do well and 
where it may have an advan- 
tage over London. 

It has sought to strengthen 
its position primarily by sup- 
porting the growth and glob- 
alisation of small and medi- 
um-size businesses in the 
region. 3i. the venture capi- 
tal company, for example, 
invested £49m in local busi- 
nesses in the second half of 
last year. It recently devised 
a sponsored private equity 
initiative, working with 


other accountants and mer- 
chant banks to offer local 
businesses an alternative to 
a stock market listing. 
Through the scheme, it 
helped to raise £20m for a 
local microcomputer com- 
pany seeking to develop its 
global markets. 

The creation of the Alter- 
native Investment Market 
has helped drive expansion. 
Henry Cooke Corporate 
Finance was among many 
firms reporting a record 
number of deals last year, 
bolstered in particular by a 
rising number of private pla- 
cings and flotations on Aim. 
P hili p Johnson, a partner 
and director at the firm, 
argues that the creation of 
Aim has given the secondary 
market fresh life. 

“The market now has 308 
companies. In effect, it 
replaced the Unlisted Securi- 
ties Market, but the USM 


was static," he says. “Aim 
has given smaller companies 
a whole new impetus.” 

The market has grown as 
companies have accepted 
that it is no longer necessary 
to go to London for experi- 
enced advisers and to raise 
finance. “There has been a 
gradual realisation, particu- 
larly among smaller compa- 
nies, that the competence is 
here. There is the hill range 
of experienced professionals 
-accountants, lawyers, bro- 
kers. corporate finance -all 
of whom have had experi- 
ence in major transactions.” 
Infrastructure and prop- 
erty developments in and 
around the city are also driv- 
ing the sector, according to 
David Dickman, community 
development manager at the 
Co-operative Bank, which is 
headquartered in Manches- 
ter and employs about 3,500 
people in the north west 


THE RETAIL SECTOR 


A sense of bustle is returning 


Traders are back on their feet after the 
IRA bombing. But the Trafford complex 
may pose problems, writes Sheila Jones 


As the M63 arches across the 
Manchester Ship Canal, 
motorists catch sight of the 
city’s latest monument. The 
glazed green dome of the 
Trafford retail complex 
appeared on the skyline a 
few months ago. It is the 
centrepiece of Peel Holding's 
£600m retail and leisure com- 
plex, due to open in Septem- 
ber. 

A few miles to the south- 
east. in the city centre, a 
sense of bustle is returning 
20 months after an IRA 
bomb devastated the city's 
retail core. Most traders 
have been rehoused and the 
good times are rolling again 
with some retailers report- 
ing strong Christmas sales. 

But as the city centre rein- 
vents-*’ itself, retailers are 
bracing themselves for what- 
ever the -Trafford centre 
might bring. The issue is 
whether or not a relatively 
buoyant local economy and 
high levels. of disposable 
income can sustain both a 
revamped city centre and 
moire than 200 shops in the 
out-of-town Trafford Centre. 


After a 10-year battle 
between Peel Holdings and 
opponents of the Trafford 
plan, including local authori- 
ties and high street retailers, 
it was decided that the new 
centre would not cause unac- 
ceptable barm to the vitality 
and viability of existing cen- 
tres when set against the 
regenerative benefits it 
would bring, including more 
than 7,000 jobs. 

Mike Butterworth, the cen- 
tre's managing director, says 
that the development will 
“probably take a little bit 
from everywhere" rather 
than hitting one particular 
centre. The Trafford complex 
sees its catchment area as 
extending well beyond 
Greater Manchester into the 
north-west region. It is aim- 
ing for 30m visitors a year 
and expects to follow the 
retailing success of out-of- 
town centres such as the 
Metrocentre outside Newcas- 
tle. 

Eddie Cottrell, senior sur- 
veyor at DTZ Debenham 
Thorpe, is among analysts 
who believe It is likely that 


Manchester's redeveloped 
centre will be able to com- 
pete with the Trafford Cen- 
tre. At greater risk, be 
believes, are the retailers in 
outlying districts such as 
Swinton, Eccles and Stret- 
ford. 

Unless district centres 
“are underpinned by strong 
developments of their own, 
they’re likely to suffer,” he 
says. Martin Vickerman. 
head of retail at Grimley 
property analysts, agrees 
that potentially vulnerable 
towns such as Altrincham, 
Stockport. Bolton, even War- 
rington. Oldham and Roch- 
dale. need to act to defend 
their positions. Issues 
including “transportation, 
retail environment and cus- 
tomer choice" need to be 
addressed jointly by the pub- 
lic and private sectors, he 
says. 

“There has been signifi- 
cant investment in several 
towns, such as Stockport, to 
improve the retail environ- 
ment for shoppers, but this 
will have to be increased and 
continued in order to 
increase the length and fre- 
quency of shopping trips to 
the satellite towns, particu- 
larly at the peak spending 
times of Christmas and sum- 
mer holidays." 


Mr Vickerman argues the 
key issue will be access and 
parking policy. “The loca- 
tion. cost and quality of car 
parking is one of the most 
significant determinants in 
influencing where and when 
people shop. Although public 
transport can help, the vast 
majority of customer deci- 
sions will centre on the ease 
and cost of using a car.” 

The Trafford Centre will 
have free parking far 10,000 
cars and 300 coaches, but it 
may have traffic problems. 
As the centre nears comple- 
tion, it is unclear whether 
improvements to access 
roads from the M63 and 
investment in a computer- 
ised traffic management sys- 
tem can prevent build-ups 
on the motorway as it nears 
the Trafford site at Dum- 
pltogton. 

City centre authorities say 
they are trying to balance 
the needs of the car user in a 
congested city with limited 
parking space with a wider 
commitment to reducing 
traffic and improving the 
environment with develop- 
ments such as the new 
northern relief road, which 
will take out through traffic, 
and the reintroduction of 
trams into the city. 

Gary Davies, professor of 


The movers and shakers 

Sheila Jones talks to some of the people behind Itie city's success stories 



Martin Edwards, chairman 
of Manchester United 
football club and chief 
executive of Man Utd Pic is 
the man responsible for the 
club's flotation in 1991, 
creating the UK's first 
fully-fledged sports 
company. 

He is also given much of 
the credit for the club's 
subsequent performance on 
and off the pitch, not least 
because he has hung on to 
manager Alex Ferguson - 
another investment that has 
paid off. 

He has become a 
multi-millionaire on the 
back of the club's notation 
but has taken flak over the 
amount he has made selling 
shares (more than £30mi 
over the years. 

He retains 14 per cent, 
and defenders argue that he 
took the risks in the early 
days (his gearing then was 
“awesome " ) and risk-takers 
get the pay-back. 

He inherited the original 
Man United stake from his 
father, Louis, became a 
director of the company in 
1970, and chairman in 1980 
after his father died. 

Sporty rather than 
academic (his own 
description;, insiders say he 
is probably more clever 
than he would have them 
believe. He has been a Man 
United fan since childhood, 
although he prefers rugby. 
Happy to discuss anything 
as long as its Man linited. 


Sir Alan Cockshaw (above 
right) and Howard Bern- 
stein lead Manchester Mil- 
lennium. the public-private 
task force created to rebuild 
the city centre after the ERA 
bomb in 1996. 

Mr Bernstein, the organi- 
sation's chief executive, is 
seen as the local inspiration 
behind the city's post-bomb 
masterplan. As deputy chief 
executive of Manchester 
City Council, he is the “pub- 
lic" side of the partnership, 
and the more flamboyant of 
the two. 

Admired by corporate 
Manchester for his pragma- 
tism and his energy in sec- 
uring funds for the project, 
he is tipped as the council's 
next chief executive when 
Arthur Sandford retires 
from the job in October. 

Sir Alan and Mr Bernstein 
both believe firmly that pri- 
vate money will follow pub- 
lic money if it is spent in 
the right way. They take a 
radical approach to urban 
regeneration. 

A Mancunian. Mr Bern- 
stein has built up his cam- 
paigning credentials over 25 
years at Manchester's town 
ball. He started as a junior 
in the 1980s and was in the 
passenger transport author- 
ity when the city brought 
back trams with the new 
Metro line. He Joined cam- 
paigns against London's 
third airport in favour of 
Manchester, and battled for 
commercial support in the 


city's successful bid to stage 
the Commonwealth Games 
in 2002. 

Sir Alan, former chief 
executive and chairman of 
Amec, the Cheshire -based 
construction company, 
brings corporate weight to 
Manchester Millennium, of 
which he is chairman. His 
credentials are reinforced 
by Amec’s long-standing 
links with the city and its 
work on projects such as 
the supertram, and Man- 
chester airport, and in par- 
ticular with the Hulme 
inner city revival. 

Hulme is seen as one of 
the best examples in the 
country of urban regenera- 
tion through public-private 
partnerships. Amec’s devel- 
opment arm linked up with 
the city council to form 
Hulme Regeneration to 
work on the City Challenge 
project, completed last year. 
Development of the area 
continues under the leader- 
ship of Barbara McLough- 
lin, director of the Hulme 
and Moss Side Partnership. 

Benefits for the city are 
seen as two-fold. Amec 
lends its resources and 
expertise to projects such as 
the Hulme scheme, and 
Amec can bid for contracts 
flowing from the projects, 
alongside other bidders. The 
company's strong local ties 
are thought to have been 
important in its successful 
bid for work on the airport’s 
second runway. 


Graham Melmoth, chief 
executive of the 
Co-operative Wholesale 
Society, is seen by some in 
Manchester, as “the man 
who saved the Co-op," 
although he insists it was a 
team effort. 

Shaken but not stir r e d by 
the £i.2bn bid for the CWS 
by millionaire Andrew 
Regan, he rebuffed Mr 
Regan's advances by 
fax. 

"We demonstrated that 
we are not total hicks up 
here." he said after the 
failed Regan coup. “Nothing 
is forever," he told a 
newspaper when asked 
what was the greatest 
lesson he had learned as a 
manager. 

An evangelist for the 
cooperative movement, he 
says he recognises the need 
for change. He once 
described the CWS as "an 
elephantin e bureaucracy", 
but he rejects suggestions 
that strategy today is too 
little too late. 

A life-long Labour party 
supporter, he dislikes the 
old boy network and the 
get-rich-quick brigade. He 
likes rugby, opera and 
family life. He has delighted 
Co-op loyalists by promising 
to bring back “the divi" this 
spring. 

A Londoner, Mr Melmoth 
has “all the passion for 
Manchester of the convert" 
after living In the city for 
more than 20 years. 


"If you have a thriving 
construction industry there 
is an immediate knock-on 
effect for suppliers who need 
working capital and funding 
for medium and long-term 
projects. There is something 
going on In most towns out- 
side the city and that ' 
involves finance." 

While there is buoyancy 
overall, there is also caution, 
partly because of the damag- 
ing effect on local exporting 
businesses of the strong 
pound and the prospect of an 
economic slowdown. “There 
is a bit of caution but not a 
downturn," says Alan Ben- 
zie, partner and director at 
KPMG Peat Marwick, UK 
accountants, in Manchester. 

The market in manage- 
ment buy-outs has been 
strong although there were 
signs of a slowdown at the 
start of the year, he says. 
Mergers and acquisitions are 


still buoyant “with a number 
of private sales in the pipe- 
line from entrepreneurs 
wishing to get out either for 
tax planning reasons or 
because they feel they are 
near the peak of the cycle". 

Flotations have been diffi- 
cult for some small compa- 
nies, he says, partly because 
of fluctuations on the stock 
market, and because the 
market generally has not 
particularly favoured small 
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Douglas Wood, professor 
of banking .and finance at 

Manr-hestgr ~R iiaina«e School, 
also sounds a note of cau- 
tion. He acknowledges the 
city’s strength in deals such 
as MBOs, MB Is jand rights 
issues by local companies, 
but he believes that Man- 
chester’s attempts, to estab- 
lish itself as an international 
centre will.be hampered by 
the view among many cli- 


ents that they will be better 
looked after on-cross-border 
transactions in London. 

"Despite Manchester's 
message that it can do every- 
thing, clients will feel safer 
with London if there’s one 
international aspect to a 
deal Some pimply youth. in 
London may know less 
about corporate finance but 
he's been on the back end of 
a £lbn international deal 
and people tend to play 
safe." Mr Wood also argues 
that the number of 

large- companies head- 
quartered in the north-west 
compared with London and. 
the south-east will continue 
to act as a constraint on the 
sector, despite the develop- 
ment of technologies such as 
videoconferencing which 
should allow deals, national 
or global, to take place any- 
where.. 

Yet Manchester’s financial 


- professionals have taken up 
the market opportunities of 
recent years, securing deals 
. arising from corporate 
restructuring and the move 
away from conglomeration. 

That experience, argues 
Derek Gardner, investment 
director at NatWest Equity 
Partners in Manchester, has 
helped to develop a mature 
and accomplished industry 
able to take advantage of its 
regional roots. 

While Manchester is tiny 
next to London, its very size 
allows relationships to form 
that generate business. “You 
get to know people and you 
get to know how they work. 
As those relationships form, 
deals are generated and we 
get to see things earlier to 
the process. If you show a 
commitment to. the region 
and provide a service you 
will get some luck and you 
will get the deals." 



Aiming for 30m visitors a yean the Trafford retail complex which is due to open hi September 


retailing at the Manchester 
Business School, believes 
that Manchester city centre 
cannot afford to be compla- 
cent. He points out that 
while the centre will have 
the biggest Marks and Spen- 
cer store in the world, the 
new shop is not due for com- 
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pletion until 1999; long after 
the Trafford Centre opens. 

“The city centre needs to 
shift its position in the way 
that US cities such as Chi- 
cago have shifted. In the 
downtown area of Chicago, 
retailers have targeted a 
totally different shopper 


because they cannot com- 
pete with the big malls. 

“They have focused Von 
more affluent shoppers who 
work; there and shop at the 
end of the day or in their 
lunch hours, rather than try- 
ing to get everyone in on a 
Saturday or Sunday.” Man- 
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Chester’s policy of encourag- 
ing more people to live in 
the city centre is a move in 
that direction. 

“Now they need to shift 
opening . hours ' to keep 
people in town after 6pm,” 
he says. “The shops have to 
stay open later." 








Robert Hough, chairman of 
Manchester Ship Canal 
company, and deputy chair- 
man of Peel Holdings, its 
parent, appears to be -one of 
Manchester’s least disliked 
men. despite business skir- 
mishes that might have 
turned many in the city 
against him. 

In the mid-1980s. Hr 
Hough was at the centre of 
a furious battle over Peel 
Holdings’ plan to buy the 
Ship Canal company. Mr 
Hough favoured the bid, 
but opponents, cast Peel in 
the role of plunderer of a 
local institution. The com- 
pany had been independent 
since it bunt the Manches- 
ter Ship Canal 100 years 
ago. “Even though it was a 
listed company it was per- 
ceived as belonging -to the 
region,” says Mr Hough. 
The sale went through. 

More recently, Mr Hough 
has seen off opponents in a 
10-year fight by Peel Hold- 
ings to build a vast out-of- 
town shopping centre oh 
the outskirts of Mauches- ' 
ter. The scheme has gone 
ahead despite vociferous 
opposition from retailers 
and local authorities wor- 
ried about its Impact on 
other shopping centres. 

In both cases. Peel -Hold- 
ings has been seen as the 
villain. But not Robert 
Hough. He is the mi Id-man- . 
nered. public half of a 
smart double act. The other 
half is John Whittakerj 
chairman of Peri Holdings, 
majority shareholder, and 
rich tax exile rarely seen bn 
the streets iff Manchester. 

It is not just that Mr 
Whittaker 2s an easier tar- 
get for Peel’s opponents. Mr 
Hough, born and bred in 
the city, comes across- as a 
local grandee. He has been 
drawn into a range of civic 
schemes including Man- 
chester’s Commonwealth 
Games 2002 project,, of 
which he is chairman, and 
the city’s new Lowry arts 
centre, of which he is a 
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SPORT AND LEISURE 

Sport is key to regeneration 


Tlie city has developed a strategy of using 
sport to attract government funding. 
Patrick Harverson reports 


If the status of a city can be 
measured by the degree to 
which its name is recognised 
in the farthest flung corners 
of the globe, then in some 
respects Manchester earns 
the right to be ranked along- 
side such “world cities” as 
New York. Paris. London 
and Sydney. 

Manchester deserves this 
accolade for one simple rea- 
son: it is home to one of the 
most famous football clubs 
in the world. Manchester 
United is known by hun- 
dreds of. miliums 'of football 
fans throughout the world, 
and no other city in the UK 
-not even Liverpool -is so 
closely and immediately 
associated with sport 
because of the. fame of a sin- 
gle club. 

Its worldwide popularity 
means United often acts as 
Manchester's unofficial 
global ambassador. 

Gerry Boon, head of the 
Manchester-based team of 
football industry analysts at 
accountants Deloitte & 
Touche, says whenever he 
travels abroad in search of 
advisory business for the 
firm his association with the 
city and its most famous- 
dub opens doors that might 
previously have remained 
dosed. 

Yet it would be. wrong to 
suggest that, sport in Man- 


chester only means United. 
It also las a second football 
club in Manchester City, 
whose recent run of football- 
ing failures has not dimmed 
the .ardour of its mostly local 
supporters. 

Aside from the national 
Sport, ^ Manchester is also the 
headquarters of the coun- 
try’s best supported cricket 
county: Lancashire, and has 
strong traditions in rugby 
and athletics. 

In terms of more recently 
established sports, Manches- 
ter is the home of . two popu- 
lar Ice hockey and basketball 
teams who play In the 
recently built Nynex arena. 
Recently, the arena estab- 
lished a record for the larg- 
est crowd to attend an 
indoor team sports event in 
Britain when it attracted 
-16,000 . for a . Manchester 
Storm ice hockey gflwg 

The city also has some of 
the largest and most modern 
sports- facilities , in the UK. 
Olid Trafford, United's impos- 
ing, home, is -the country's 
biggest club ground, capable 
of holding more than 55,000 
people at football, rugby 
union and rugby league 
matches. Nearby is the Old 
Trafford cricket ground, 
again one of the biggest in 
the country and host to both 
county and international 
matches. ■ 


Manchester City's ground 
at Maine Road is also 
. recently modernised, t be 
Nynex arena is second to 
none among indoor stadiums 
■ in the. UK, and the city has 
an Olympic-standard cycling 
Velodrome. 

Finally, Manchester's 

preparations to hast the 2002 
Commonwealth- Games 
means the city will soon 
have a new swimming com- 
plex and, most significant of 
all, a substantia] new sports 
stadium for the the athletics 
competitions in the 
run-down former industrial 
area of Eastlands. 

Although the details have 
not been finalised, the sta- 
dium is expected to be Large 
enough to seat about 50.000 
spectators and will be built 
with the help of £60m from 
the Sports Council. 

The' plans and funding 
structure for the new sta- 
dium are typically Mancu- 
nian . In the past decade the 
city, led by the council, has 
implemented with great suc- 
cess a strategy of using sport 
to attract government fund- 
ing and political support, 
both nationally and locally, 
-lor urban regeneration pro- 
jects. 

At the heart of this strat- 
egy have been attempts by 
Manchester to win the right 
to host Olympic Games. 

In the late 1980s and early 
1990s flie city bid twice for 
the Olympics. Although 
Unsuccessful on both occa- 
sions, it would be wrong to 


classify the bids as failures. 
Their objective was as much 
to raise the city’s profile and 
attract the money for Man- 
chester's regeneration as it 
was to win the right to host 
the summer Games. 

“The Olympic and Com- 
monwealth Games bids were 
important in helping steer 
the Labour council into a 
very proactive and entrepre- 
neurial direction." says 
Chris Law, head of the geog- 
raphy department at Salford 
University, and someone 
who has kept a close eye on 
the use of sports facilities to 
anchor urban regeneration 
prog rammes. 

Jamie Peck, professor of 
geography at Manchester 
University, says the council 
took the US concept of build- 
ing a "growth coalition” 
with the private sector to 
develop inner-city regenera- 
tion projects and. through 
the Olympic and Common- 
wealth Games bids, con- 
verted it into what he calls a 
"grant coalition”. 

"In Manchester we got the 
velodrome and a lot of urban 
regeneration money that we 
would not otherwise have 
got The Manchester Olym- 
pic bid got its own line in 
the Department of the Envi- 
ronment's spending alloca- 
tions [the only UK city ever 
to do so]. 

"We did unusually well in 
the middle of what was a 
very diffi cult time for public 
expenditure.” 

The Manchester “line" in 



Manchester United, unofficial global ambassa d ors, stand in tribute to mark the 40th anniversary this year of the Munich air crash . 


the DoE spending accounts 
peaked at £30 .2m for 1994-95, 
out of a total of E8G.8m in 
funding that was secured by 
the city from central govern- 
ment over several years. 

The figures do not include 
the money that will be put 
toward the hosting of the 
Commonwealth Games. 

Bill Enevoldson, a partner 
at KPMG Peat Marwick. UK 
accountants, and a director 
of the Commonwealth 
Games organising group, 
estimates that £l25m-£l50m 
will ultimately be spent in 


Mancb ester on the Games, 
creating several thousand 
jobs and work for 10,000- 
15.000 local volunteers. 

Despite the huge amounts 
of money invested in sports 
facilities, there has been 
little opposition within the 
city to the use of scarce gov- 
ernment funding for sport. 

The Velodrome might not 
be packed with cycling fans 
every w eekend, and the host- 
ing of the World Table Ten- 
nis Championships last year 
reportedly cost the city 
money, but Mancunians 


appear to accept the role 
sport plays in their city's 
development and prosperity. 

■•Generally, there's been a 
good feeling about the bene- 
fits of the Olympic bids, and 
now baving got the Com- 
monwealth Games there's an 
acceptance that you have to 
get behind events like that 
to raise the profile of the 
city,” says Enevoldson. 

Gerry Boon of Deloitte & 
Touche believes sport has 
played a fundamental role in 
helping the city establish 
itself as one of Britain's 


most vibrant metropolitan 
areas. He estimates sport 
has attracted El00m-£200tn to 
the city in the past 10 years: 
“If you take into account 
the fact that it's brought 
with it a new velodrome, the 
Nynex arena and the 
planned Commonwealth 
Games stadium, and all the 
infrastructure that goes with 
it. the investment does not 
just leave a legacy in terms 
of sport but it also leaves 
one for the city, the commu- 
nity and the economic 
health of the region as well.” 
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HOTELS AND CONFERENCES 

Focus on entertainment 
and business travel 


The new convention centre will target 
smaller exhibitions and conferences in 
competition with such rivals as Harrogate 
and Glasgow, writes Richard Wolffe 


Manchester Airport's Terminal Ones the airport is investing £38m in upgrarfing food and shopping services 

MANCHESTER AIRPORT 

The aim is to overtake Gatwick 


PktmTom Fmnim 


Executives hope Manchester will become 
Brrtain’s second-largest airport - but first 
there are some aggressive competitors to 
be dealt with, says Richard Wolffe 


Almost a year after 
environmenta] protesters, 
fought a bitter struggle to 
halt construction of its 

fi 77m second runway. Man- 
chester airport is today more 
ambitious than ever about 
its own growth prospects. 

The only lasting legacy of 
the struggle with environ- 
mentalists -in. their make- 
shift tunnels and tree-top 
shelters - is the airport’s 
extensive strategy to prove 
its own green credentials. 

Its so-called green charter 
has meant the removal and 
replanting " of 750 trees ami 
30,000 frogs, newts and 
toads. By the rime the new 
3,050m runway Is open in the 
spring of 2000. the airport 
says it will have planted the 
equivalent of 60 football 
pitches of new trees. _ 

Manchester's ambitions 
are hardly understated. In 
seven years the airport pre- 
dicts It will almost double its 
passenger numbers from 
16.2m last year to 30m- Its 
aim is to leapfrog Gatwick to- 
become the UK s second- 
largest airport, and the fifth 
largest in Europe. 

Recent growth, has been 
impressive enough- Man- 
chester attracted 13 new air 


services last year, as the 
number, of passengers on 
international scheduled 
flights surged by 14 per cent 

Over the past decade, the 

airport has averaged growth 
of 10 per cent a year. 

But the strong growth fig- 
ures belie Manchester’s 
uncomfortably position 
between aggressive competi- 
tors - both the smaller 
- regional airports as well as 
larger International rivals. 
The airport’s strategy is to 
forge a market between the 
two, according to Geoff 
Muirhead, chief executive. 

"We see ourselves building 
on the top end of our market 
share and losing at the bot- 
tom end. of the more popular, 
short-haul destinations to 
smaller, sub-regional air- 
ports," he said. . 

"On the scheduled side,, 
■there axe huge opportunities 
fbr Manchester. There is a 
great population in the cen- 
tre of England, for too many 
of whom are forced to go out 
of the area. Because of 
schedules, they have to go 
.around the world indirectly, 
from London or increasingly 
Amsterdam. Paris or Frank- 
ftirL Our target is to daw 
that market back here." 


With a potential market of 
20m passengers living within 
two hours’ travel, Manches- 
ter believes it can grow by 7 
per cent a year over the next 
decade. If that proves cor- 
rect. the impact on the 
regional economy will be 
larger than any investment 
by an overseas company. . 

The aiiport currently sus- 
tains 14,000 jobs on site 
among its own staff, airlines 
and support services. It is 
estimated that a further 
58,000 jobs in the region rely 
on the airport indirectly. 
Both figures are expected to 
double with- the new run- 
way - the equivalent of 10 
new -Nissan car plants, 
according to Graham 
Stringer, former chairman of 
the airport. 

Manchester's ambitious 
targets are shared by British 
Airways, which manages its 
regional airways subsidiary 
from the airport. BA aims to 
Increase its own passenger 
numbers at Manchester from 
8m to 4_5m by 2001. 

At the heart -of BA’s 
growth strategy is a new 
dedicated, terminal area, 
costing £68m. The new facili- 
ties, called Terminal One 
British Airways, will open In 
May and service all of BA’s 
domestic and international 
flights. 

Sue Redmond, of British 
Airways in Manchester, said* 
"At the moment our opera- 
tion is divided Into domestic , 


and international flights 
here. With a single terminal, 
we can help our passengers 
to transfer between the two 
and reduce our mini mum 
connection time to around 25 
minutes. The whole develop- 
ment emphasises the strong 
working relationship that we 
have with Manchester air- 
port” 

In addition to the BA proj- 
ect the airport is also Invest- 
ing £38m in upgrading its 
food and shopping services 
at Terminal One. Meanwhile 
the six-year-old second ter- 
minal, which serves long- 
haul flights, is running 
below capacity before the 
second runway opens. 

Alongside the airport's 
growth, Manchester is pre- 
paring to extend its tram 
network to the airport in a 
£l-15m scheme which should 
be completed by 2005. The 
government last year 
approved the 13-mile exten- 
sion to the MetroUnk sys- 
tem, which Is expected to 
carry &n passengers a year. 

Manchester’s growth is 
already having a marked 
impact on the wider leisure 
market in the region. Radis- 
son SAS, the hotel chain 
owned by Scandinavian air- 
lines, will open a £35m hotel 
in October. The 360-bed 
hotel. Radisson’s fourteenth 
in the UK, wfll also add con- 
ference facilities to the air- 
port. 

However, Chesterton sur- 


veyors predict the airport’s 
growth may strain the local 
property market in manufac- 
turing units and office space. 
In contrast, in the longer 
term, the airport is expected 
to boost the development of 
business parks close to the 
site, as well as those further 
afield in south Manchester 
and Warrington. 

The real loser in Manches- 
ter’s growth is its traditional 
rival, Liverpool. Mersey- 
side's airport at Speke was 
refused government 
approval to expand last year, 

but was urged to coordinate 
future development with 
Manchester. 

This seems unlikely to 
happen soon, according to 
Geoff Muirhead. He says 
Manchester is unable to 
invest in Liverpool because 
its owners - 30 of the 
region's local authori- 
ties - cannot raise the funds. 
Manchester is nevertheless 
part of a consortium bidding 
to operate three airports in 
Australia - Darwin, 
Adelaide, and C-oolengatta in 

Queensland. 

“There are some interest- 
ing impediments to us work- 
ing together with Liverpool," 
he said. “Trust is one of 
them. We cannot invest in 
other airports and if you 
cannot do that, people ques- 
tion your commitment. The 
money we have got is really 
focused on the development 
of Manchester." 


There is something 
strangely familiar about 
Manchester's latest plans for 
a 120m public building in the 
heart of its city centre. The 
red sandstone, copper and 
glass structure may be a 
bold attempt to regenerate a 
desolate corner of Manches- 
ter's centre. But the new 
International Convention 
Centre - the city's first seri- 
ous attempt to break into 
the lucrative conference 
market - is several years 
behind its rivals. 

Manchester council, the 
driving force behind the 
project says the project will 
be “the UK's first purpose- 
built convention centre to be 
linked to an exhibition com- 
plex in the heart of a major 
city centre". 

Yet the city centre setting 
is not new. Birmingham's 
own International Conven- 
tion Centre, now seven years 
old. is based In the heart of a 
city which also claims the 
title of Britain's second city. 

The similarities do not end 
there. Manchester's conven- 
tion centre will be linked to 
its new canal-side Bridgewa- 
ter concert hall - just as Bir- 
mingham's convention cen- 
tre bouses its Symphony 
concert hall, also in a canal- 
side setting. 

Manchester's genuine sell- 
ing pitch is its close links 
with the G-Mex exhibition 
centre - the bugs, converted 
railway station which stands 
as a gateway to the city cen- 
tre. The convention centre 
will link up with both the 
G-Mex centre and the Brid- 
gewater Hall, offering a 
wider variety of space for 
seminars and speeches than 
its competitors. 

The idea is that conference 

organisers will be able to use 

both the 800-seater conven- 
tion centre and the G-Mex's 
own 500-seater seminar 
rooms next door. 

But Manchester does not 
have a particularly success- 
ful track record in such new 
developments. When the city 
opened its huge Nynex 
indoor arena three years 
ago. the impact on the 
G-Mex centre was substan- 
tial. At a stroke, the G-Mex 
centre lost its busy trade in 
pop music events, represent- 
ing one third of its income. 

Last year the G-Mex cen- 
tre, which is jointly owned 
by Commercial Union and 
the region's local authori- 
ties, reported pre-tax profits 
of just £150,000, before excep- 
tional items. Its revenue 
stood at £3m. 

David Mallard, general 
manager, said: “Three years 
ago. we staged 22 major con- 
certs. To go from that to 


none makes a serious dent in 
the bottom line. Last year 
we had concerts by Oasis 
and Prodigy’, but we are not 
looking for pop business any 
more. We want more quality 
business, larger interna- 
tional exhibitions and con- 
ferences." 

The new convention cen- 
tre, which is planned to open 
in 2000. could secure the 
future of both the G-Mex and 
the Bridgewater Hall. Man- 
chester council intends to 
lease the convention centre 
to G-Mex as its operators, 
hoping to create a "seamless 
link" between the three 
buildings. 

The target is not to rival 
the enormous National Exhi- 
bition Centre in Birming- 
ham. Instead. Manchester 
hopes the mixture of city 
centre activities will help it 
to compete for smaller exhi- 
bitions and conferences 
against rivals such as Harro- 
gate and Glasgow. 

A key part of this mix is 
the convention centre’s loca- 
tion next to another ambi- 
tious new investment, based 
around the Great Northern 
Warehouse. The ElOOrn 
development promises a lei- 
sure and entertainment com- 
plex stretching over 10 acres 
of disused land. 

Developer Morrison Mer- 
lin. which started construc- 
tion work earlier this year, 
also plans a 12-storey office 
block, retail space and a new 
public square. 

It is this mixture of busi- 
ness travel and entertain- 
ment which Manchester 
believes will be a winning 
formula. Richard Leese. 
leader of Manchester coun- 
cil. said: 

“The plans now coming to 
fruition will turn this 
neglected part of the city 
centre into a world-class con- 
vention and entertainment 
complex which will be a 
major creator of jobs and 


contributor to the economy 
of the city." 

For the city's hoteliers, the 
new developments on their 
doorstep represent a golden 
opportunity for- growth. 
Many are planning new 
rounds of refurbishment at 
the upper end of the market, 
at a time when the city's 
leading hotels are reporting 
they are 95 per cent full dur- 
ing weekdays. 

Developments such as the 
expansion at Manchester air- 
port. as well as the Common- 
wealth Games in 2002, are 
likely to increase the 
demand sharpiv for a wide 
range of hotel space. 

Radisson SAS is currently 
building the city's first five- 
star hotel at the airport, 
while Maimaison is opening 
a four-star hotel close to Pic- 
cadilly railway station in the 
city centre. 

Jurys Hotel Group is also 
planning to build a 250-bed- 
room Jurys Inn next to the 
Bridgewater concert hall and 
the G-Mex centre at a cost of 
£14m. Among hoteliers there 
are widespread rumours of 
at least two luxury’ hotel 
chains seeking sites in the 
city centre. 

Martin Wormull, deputy 
general manager of the 
Crown e Plaza Midland, said 
his hotel was planning to 
spend up to £500,000 on new 
executive facilities to move 
itself upmarket. “This is a 
new trend for Manchester, 
although a lot of London and 
Heathrow hotels have these 
facilities already. The execu- 
tive club floor will mean 10 
per cent of our rooms will be 
of five-star standard." he 
said. 

"But the main problem at 
present is the shortage of 
bed space. This hotel has 
been running at an average 
85 per cent occupancy rate 
for the last nine months, and 
our major competitors are 
doing exactly the same. 

"The airport hotels are 
continuously full, and the 
building of the second run- 
way will only increase the 
need Tor more bed space. 
Manchester simply needs 
more rooms." 



The G-Mex centre lost its pop music events at a stroke r«n Hum 
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Around the regions 


Regional snapshots: stable growth but poised for slowdown Lz 



Scotland: manufacturing home sales recover, 
but fag behind UK average 


North-east: export sales in manufacturing 
perform well 


North-west: manufacturing exports show signs 
of recovery '■ 
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Merseyside: consignee in future 
fYm^turfagpiufto^tks 
60 


Yorkshire & Humber: export sates of 
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East Midlands: service companies report 
above average home marital sales 
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West Midlands: export sales in services are 
below average 
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Wales: manufacturers more confident about 
future profits ... 
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Thames Valley: manufacturing exports show 
best performance in the UK 
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Southern: above average confidence in future 
manufacturing profits 
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Northern Ireland: sendees increasingly 
confident about future profits . 
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East Anglia: manufacturing sector shows 0v> m 
home market sales 
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Home counties north: export sales in 

services start to recover 
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Wavertree Technology Park 


Risky development has paid off 

, ;w *r^n 


VIEWPOINT: EMU AND THE REGIONS 

Outcome is not clear 


When Tony Thomas and 
John Kenny worked for 
Plessey in the early 1980s 
they were certain they could 
test circuit boards better 
than any of the contractors 
they used for the job. So 
why not set np their own 
business to do it? 

But they were in their 
twenties and, like most 
young would-be 
entrepreneurs, they faced 
formidable obstacles raising 
finance and finding 
premises. Then some small 
business starter units were 
built outside their office 
window. 

These were no ordinary 
units. They were among the 
first buildings on Wavertree 
Technology Park in 1983. Mr 
Thomas and Mr Kenny 
moved into one of them in a 
joint venture with 
Forwessun. a 

Midlands-based engineering 
company. Today, they run 
Forwessun from a new base 
in the park with 35 
employees mid have reached 
a turnover of more than 
£3m a year. 

Few things better 
illustrate how a risky piece 
of land and property 
development aimed at 
easing some of underlying 
economic causes of tbe 1981 
Toxteth riots has paid off 
- except perhaps for SHS 
International, which makes 
special diets for clinical 
nutrition. 

In the early 1980s it was 
called Powell & Scholefield 
and was based in an old 
Liverpool school. It had 80 
employees and was growing. 
Sites were on offer in Wales 
and on the pleasant Wirral 
peninsula, with Wavertree 
then merely an undeveloped 


possibility. Mr Brian Gill, 
managing director, put the 
issne to the company's 
works council. 

The employees picked 
Wavertree. The 
family-owned company 
erected the park's first 
purpose-built factory, which 
has since expanded from 
26,000 Sq ft to 100,000 sq ft. 
The company, renamed SHS 
Internationa] and now 
owned by the 

Netherlands-based Nutricia 
group, turns over £40m. It 
employs 2L2 at Wavertree 
and 280 worldwide, with 
subsidiaries in Ireland. 
Germany, Spain, the US and 
Australia. 

SHS and Forwessun are 
but two of 34 companies in 
the technology park. The 
2.700 people who work there 
earn more than £30 m a year 
between them, spending 
most of it on Merseyside. 
Industries and sectors 
covered include computer 
components, 

pharmaceuticals, biomedical 
supplies, operational 
processing for financial 
services, electronic 
engineering, and computer 
games development and 
manufacture. There are also 
independent research, 
consultancy and graphic 
design services on site. 

Yet only 16 years ago. tbe 
Wavertree park was 60 acres 
of dereliction and disused 
railway sidings next to the 
still operational, historic 
Edge Hill Station - where 
the world's first railway 
designed mainly for 
passengers opened with a 
Liverpool-IVlanchester 
service in IS30. 

Nowadays the area would 
have been called a 



Hesattine's brief was to tackle Meraeyskte's economic problems 


brown -field site, nearing 
and developing it was 
difficult, but it offered the 
prospect of addressing a 
problem contributing to 
Liverpool’s decline - a brain 
drain of people and 
technology from the city 
because there was nowhere 
to house the companies that 
might employ them. 

The Toxteth riots 
concentrated minds and 
political will. Mr Michael 
Heselfine. then environment 
secretary, was given a 
special brief to tackle 
Merseyside's economic 
problems by Mrs Margaret 
Thatcher. He was already 
attacking derelict land in 
cities. The railway sidings 
site exemplified the 
problem. 

Mr Heseltine brokered a 
deal between the 
government. Liverpool City 
Council, and the 
since-abolished Merseyside 
County Council to develop 

the site under the leadership 
or Plessey, which had its 
Liverpool factory- next to the 
sidings site. 

The government put in 


£10m of derelict land grant 
for reclamation, while 
English Partnerships and its 
predecessor, the 
government-backed property 
developer, have spent £13m 
over 15 years. Companies 
locating in the park were 
eligible for grants from the 
Department of Trade and 
Industry and Liverpool City 
Council, while Plessey and _ 
the Liverpool Daily Post & 
Echo seconded senior 
managers to drive 
development and promote 
the park. 

All this has helped lever : 
about £40m of private sector 
investment into the park so 
far. The 60 acres are full and 
tbe park has expanded via a 
bridge over the Manchester 
railway line into another 28 
acres. There are 434,000 sq 
ft of completed floor space, 
only four sites are left for 
new development and 
negotiations are well 

advanced for the next 75,000 . 
sq ft of accommodation. 

Plessey. which has since 
become part of GEC. 
withdrew from the 
partnership running the 
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project once it was clear it 
had- succeeded. It is not a 
property manager, while 
English Partnerships, which 
now runs the park with 
Liverpool City Council, is in 
the property business. 

The park's impact was 
immediate. Powell & 
Scholefield’s decision not to 
relocate outside Liverpool 
was quickly followed by 
Plessey agreeing to build its 
cryptographic subsidiary in 
the park, instead of in 
Poole, on the Dorset coast of 
southern England. 

Three years later, Mr 
Eatnonn Walsh founded a 
two-person business in the 
park called Brain Boxes 
with his wife Patricia, 
renting a 500 sq ft unit. 

Brain Boxes now employs 
24. making interface cards 
for personal computers. One 
of Mr Walsb’s objectives 
was to provide opportunities 
for graduates to stay in 
Liverpool - many want to 
but cannot find work. He 
now has partnership 
agreements with both 
Liverpool and Liverpool 
John Moores universities to 
ensure a supply of potential 
recruits. 

Nearby. Gencoa designs 
and makes magnetrons to 
put fake gold and other high 
technology coatings on 
items as varied as watch 
bracelets and giant radio 
telescope dishes. Dr Dermot 
Monaghan, tbe Bolton-born 
founder, moved into 
.Merseyside to set up the 
business in 1995. 

. He started with £15,000 of 
family savings. £12,500 from 
the DTI. and a £10,000 
overdraft. He now employs 
seven people and bas a 
£400.000 turnover. 
Merseyside Special 
Investment Fund has just 
income an equity partner 
with £150,000 invested and a 
similar second tranche to 
follow next year. 

On top of all this, there is 
one unmistakable sign that 
Wavertree Technology Park •' 
is fulfilling all that Air 
Heseltine and Its original 
backers wished for tbe 
green humps and little hills 
which provided rts 
landscaping are being 
bulldozed: Wavertree"* 
ever-expanding companies 
need more car parking. . - 

Ian Hamilton Fazey 


Cast weekend's meeting afEU 
trade ministers in Cambridge 
focused - on the measures- 
needed to press ahead with- 
completion of the Internal 
Market Richard Lewney and 
Saxon Brettell examine the 
issues: for the regions 

The introduction of eco- 
nomic and monetary union 
(Emu) will accelerate the 
process of greater economic 
integration in Europe but 
will have implications for 
the regions which are as yet 
far from dear. 

The key issue is bow they - 
will be affected by the open- 
ing-up of national markets to 
greater competition. They 
have the opportunity to act 
as a base for inward- inves- 
tors seeking to serve the 
pan-European market but 
there is also the threat that 
important local producers ' 
will be swept away by a 
wave of rationalisation, par- 
ticularly if they have primar- 
ily served local and national 
markets, or if multinational 
companies take advantage of 
the reduction In barriers to 
concentrate production in a 
smaller number of locations. 

Companies in regions 
where financial and business 
services have been . ineffi- 
ciently organised with little 
competition stand to gain 
from a levelling down of 
prices. But employment in 
those services will Caen a 
shake-cut- 

in classic free trader the- 
ory, the outcome may be tur- 
bulent. but will ultimately 
be benign. Investment will 
flow to poorer countries 
where the returns should be 
higher, causing the latest 
technology to be diffused 
more widely and raising pro- 
ductivity levels, helping 
those regions to catch up 
with the rest of Europe.- 

Rich regions will specialise 
to a greater extent in high- 
ski D activities and will be 
able to buy their inputs 
more cheaply from else- 
where. Yet some of the evi- 
dence suggests a different 
story. Disparities have per- 
sisted between regions, , for 
example, within the UK and 
in Italy, although there are- 
no barriers to trade within 
these countries.- This raises 
the question whether the 
internal market, completion 
of which has been chosen by 
tbe UK as a special priority 
for its presidency, might be a 


recipe for winner-takes-all. 

Even in the “benign" sce- 
nario, the jobs of low-skilled 
workers in rich- countries • 
might be vulnerable. 

Cambridge Econometrics 
recently completed a -special 
study* on the regional- 
impact <jf the Internal Mar-'-' 
ket for the European Com-- 
mission. Taking 1987 as a 
watershed, when companies 
were beginning to respond to 
the prospect of the 1992 sin- 
gle market reforms, and 
comparing performance 
before and after that date, 
Europe's growth perfor- 
mance relative to the US and 
Japan .improved. There is 
also some evidence that 
poorer . and peripheral 
regions .gained more -in'- this 
period - there was certainly 
no general evidence that 
poorer regions lost out. 

There was, however, con- 
siderable variation among 
the poorer regions: While 
Ireland was a star performer, 
southern- Italy does not 
appear to have gained much. 
But even when Ireland is 
excluded from tbe analysis 
the remaining poorer regions 
broadly saw some improve- 
ment 

Border regions appear to 
have benefited particularly. 
These regions suffered from 
being peripheral when the 
main focus was the national 
market, but some' are very 
well located in a single Euro- 
pean market: Nortf-Pas de 
Calais is probably the best 
example. The - argument is 
less relevant to the British' 
regions because the UK is: on ; 
Europe's periphery but Kent: 
appears to have benefited. 

. Greater physical -Invest- 
ment and research and 
development activity stood ' 
out as one reason - why 
poorer regions fared better. 
This would support the view 
that inward investment was 


important, since for poorer 
regions this is a key means 
-by which investment and 
R&D are boosted. Certainly 
the cases of Ireland, Scot- 
land and Wales bear this 
out. This underlines the 
importance for low-cost UK 
regions of. continuing to 
attract inward investment in 
manufacturing. In higher- 
cost regions in southern 
England. R&D-intensive 
' activities are a better pros- 
pect' However, tbe evidence 
does not demonstrate that 
market mechanisms can be 
relied -on to resolve regional 
disparities. In tbe first place, 
European regional policy 
was stepped up during tbe 
period after' 1987 (partly 
because of fears that the 
'■ internal market would penal- 
ise poorer regions). The 
poorer regions received sub- 
stantial investment in infra- 
structure from the structural 
funds. These must have 
played a facilitating role, 
although the boost to perfor- 
mance could not be totally 
explained by this spending 
alone. _ 

Secondly, with the excep- 
tion of Ireland, the boost to 
growth Is not rfinmatic: it 
will still take a long time 
before the poor regions catch 
up with the rich regions. 

1 Thirdly, not all' regions are 
benefiting. A motivation for 
future regional policy could 
well be the need to address 
the divide between the 
poorer regions that prove 
attractive for Inward invest- 
ment and others that are 
"being left behind. 

Richard Lewney and Saxon 
Brettell are directors of Cam- 
bridge: EconometrtosfCE). - 
* The . Single Market ' Review, 
Subseries VI Volume . 1: 

■ Regional -Growth and Conver- 
gence, Office for Official Pub- 
lications of -the European 
Commun it ies, 1997. 
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The challenge is to create a more diversified economy 


Cumbria needs lb generate jobs and 
reduce its dependence on a handful of 
large employers. The county must raise its 

profile against competition from 
neighbouring regions, says Sheila Jones ' 



' Cumbria’s 
remote 
beauty Is the 
count y. ’ s 
greatest 
asset. Tew 
would argue . 
that the 
Lake District is one of the 
loveliest places on earth. Yet 
it also, presents challenges. 
The sense of remoteness Is a 
draw for tourists retir- 

ees, but for manufacturing* 
investors it can be off-put- 
ting. 

The county is the second 
most sparsely populated in . 
the UK. It is relatively pros- 
perous with output and 
employment levels above 
national averages. But in the 
industrial centres, mainly 
along the west coast and in 


the south, decades of decline . 
in traditional m«Tmfn^f TiriTi g 
industries, such as defence, 
'steel and mining, have cre- 
ated pockets of deprivation: 
' marejreadily associated with. 
Britain's inner. cities. 

“We lost many thousands 
of mining and. steel jobs in 
the early 1980s and we have 
never been able to pull back 
from that," Bays Bill Minto. 
leader of the. Labour-led . 
couixty council "In the west 
and. south, . instead of 
improving, we have been los- 
ing ground." 

Further johs^ were lost in 
the 1990s with lay.-ofiis at 
VSEL, the ship builder,- and 
at British Nuclear Fuels in 
SeDafleld. in Furness, 13,000 
jobs have been lost from a 
workforce of 42,000 since 


1991. 

In towns such as Working- 
ton, Whitehaven and Bar- 
row, which have been worst 
hit by industrial lay-offs, 
unemployment exceeds 12 
per cent With few opportu- 
nities for work, many young 
people look for opportunities 
-elsewhere. 

“It is hard to bold on to 
the best educated people if 
you don't have the employ- 
ment opportunities," says 
Jack' Stopfarth. chief execu- 
tive of the newly created 
Cumbria Inward Investment 
Agency. 

“On the west coast, a lot of 
our more able and better 
qualified people are leaving. 
Those loft behind represent 
a lower tax base and that 
risks the sort of spiral of 
decline we have seen in the 
inner cities.” 

At the same time, there 
are towns along the M6 cor- 
ridor, such as Kendal and 
Penrith, that are among the 
most prosperous in the coun- 
try, with unemployment lev- 
els averaging 3 per cent or 


less. "There can’t be another 
countj’ where 3 per cent 
unemployment coexists with 
unemployment averaging 9 
per cent. The shedding of 
jobs on the west coast and in 
Furness has left areas of 
chronic and stubbornly high 
unemployment" 

Tourism is the county's 
second biggest employer 
after the public sector. 

Tourists spend £450m a 
year in the 1 county and the 
sector is growing, but pros- 
pects for employment 
growth are limited, partly 
because areas such as the 
Lake District are saturated 
with hotels. 

Manufacturing still 
employs a relatively high 
proportion of the workforce, 
at about 25 per cent, and in 
some sectors, including light 
manufacturing, construction 
and communications, 
employment is increasing. 

Yet the challenge for the 
county has been to try to 
create a more diversified 
economy in an attempt to 
generate jobs and to reduce 


TOURISM 


Small concerns: big business 


The sector accounts for about 17 per cent 
of the area’s gross domestic product 
- £540m a year - and is forecast to grow 
by £100m by 2006, writes Lisa Wood 


The Old Vicarage in 
Ennerdale Bridge, a village 
nestling in one of the most 
remote and beautiful valleys 
In Cumbria, opened for bed 
and breakfast accommoda- 
tion in April 1992. Since then 
the number of guests visit- 
ing the' guest house every 
year has increased by 60 per 
cent 

“I don’t know whether it is 
because there are. more 
walkers passing through , the 
village on the coast-to-coast 
walk, or whether it 'is. 
because we are better known . 
now as a. guest house,” said 
Mr Eddie Sykes. Joint owner 
of the Old Vicarage. ;• - 

Small businesses such as 
that run by Mi Sykes and 
bis partner Mrs Josie Lake 
- who supplements their 
income with a fan-time Job. 
as a nurse — account for 
about 20 per cent of alt busi- 
nesses in Cuinhria. The 
other big employers are 
heavy industry and agricul- 
ture. 


Some 85 per cent of hotels 
and . restaurants in, the . area 
employ fewer than 10 people. 

: with a further ll per cent 
- employing 11-24 people, 
according to C umb ria Tram- 
ingand Enterprise Council's 
1997 household.. . and- 
employer survey. ■ 

Tourism accounts for. 
about 17 per cent, of the 
area's gross domestic prod- 
uct -f some £540m a - year 
-t and is forecast to grow by 
£10Gm by 2006. V 
Business confidence Is rel- 
atively high in the sector, 
with 52/peT cent of. the Tec’s 
survey sample' saying that 
their tumover flgures were 
higher than in the previous 
six months and 66 per cent 
’ saying they expected busi- 
ness activity to be more prof- 
itable Over the next 12 

^months 

The -new “Oasis" holiday 
village near Penrith which 
has been developed by Rank 
should inject £l5m into the 
local economy annually. 


Catering for an estimated 
300,000 visitors a year, the 
£100m complex employs 
more than 1,000 workers. 

Despite business confi- 
dence in the area being 
expressed by organisations 
such as Rank, the area faces 
a number of challenges, the 
main one being competition 
from other areas of outstand- 
ing beauty in the UK and 
from overseas tourist desti- 
nations. 

Mr Ian Stephens, 
operations director of Cum- 
bria. Tourist Board, said: 
“Traditionally pepple used to 
come here for a main bob- 
day- of perhaps two weeks. 

. These long stay holidays are 
iti sharp decline, with an 
increase in overnight short 
breaks and. day visits hold- 
ing steady."' 

Most visitors , to the area 
are from the UK, in particu- 
lar from within a distance of 
two or three hours' drive by 
cm-. Typically they are in 
their middle years, but over- 
all Cumbria attracts a wide 
range of age groups. . 

The tourist board is prag- 
matic and, in tackling the 
decline, is concentrating on 
trying to attract more over- 
night stays. The focus for 


marketing and product 
development is on rural 
relaxation, activity hob days 
and Cumbria’s culture and 
heritage, such as the historic 
Carlisle to Settle railway and 
Hadrian's Wall. 

However, its marketing 
budget is small - about 
£500,000 - most of which is 
generated from the private 
sector with small contribu- 
tions from local authorities, 
some of which run their own 
tourist promotion activities. 

Mrs Chris Collier, chief 
executive of Cumbria Tour- 
ist Board said: “Our best 
chance for success is to pool 
our marketing resources and 
focus them effectively. At 
the end of the day we have 
to recognise that with so 
many small operators there 
will never be large amounts 
of money to spend. However 
operators are pulled in many 
different directions by the 
wealth of marketing oppor- 
tunities available to them.” 

Mr Sykes, for example, 
prefers to advertise his busi- 
ness In specialist publica- 
tions, including a manual of 
bed and breakfasts on the 
coast-to-coast route prepared 
by Mrs Doreen Whitehead, 
herself a bed-and-breakfast 
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Fan club is in the fast lane 


Edward Stobart dodges 
behind the door of his office 
when he sees two fans in 
the foyer of his road 
haulage company in 
Carlisle. Mike and Sally 
Lane from Hereford are - - 
members of the Eddie 
Stobart fan dub, the road 
haulage equivalent of train 
spotters. 

It is not that Mr Stobart . 
doesn't want to meet them, 
but he has a very full day. 

Mike has spotted 100 new 
Stobart lorries since 
arriving in Carlisle for a . 
holiday; ‘It's the livery I 
like. It stands out a mile." 
When the couple got 
married in August, they 
were taken to the church in 
a Stobart lorry. . 

Eddie Stobart Ltd has a 

fan dub of 25,000. Such is . 
the ardour of the tens that a 
separate business has been 
created to sell Eddie Stobart 
merchandise. The 
promotions business - alone 
turned over £2m in its first 
year and there are plans 
expansion- 

Eddle Stobart was 
founded in 1970 by Edward’s 


father, Eddie. *Tm Edward. 
He is Eddie," says Mr 
Stobart “So in feet the . . - 
mm puny tg named after 
him.” - 

It began as a farm vehicle 
company, which Mr Stobart '■ 
joined as a teenager after 
leaving school at 14. Mr 
Stobart how 43, took the 
company into road haulage 
In 1975 and his father tan 
the agricultural business 
separately. “I kept the na me 
for the transport business." 
says Mr Stobart who runs . 
the company with his " 
younger brother, William. - 

They started with eight 
trucks, building up to 100 by 
1991 and 700 today. 
Warehousing capacity has 
grown to 3.2m sq ft from. 

1,000 sq ft in 1991. The 
company operates from two 
regional control centres lh 
Carlisle in the north and . 
Daventry in the south, with 
depots in 14 towns from 
Glasgow to Poole. It 
employs about 2,000 people, . 
400 of them track drivers. . 

“We started very small 

and we had no intentions of 
growing the business into . . 


what it is today,” says Mr 
Stobart. “We wanted to 
grow but the important 
thing was to keep the 
quality anrt the image. 
That’s far more important 
to. me than trying to grow a 
business. When things get 
hard you can let things slip. 
We didn’t." 

As- a small company, they 
found it bard to break into a 
highly competitive industry, 
particularly in periods of 
economic growth. 
Companies tended to stick 
with the suppliers they 
knew. But when recession 
began to hit in the 
mid-1980s. Eddie Stobart* s 
customer base expanded 
rapidly. 

“It allowed us to. break in 
to a much larger customer 
base because companies 
were throwing away their 
distribution budgets and 
asking how can we get this 
done cheaper and better,” 
says Mr Stobart. 

The company grew at a 
rate of 50 per cent a year 
from 1986 until 1992. The 
pace of growth since then 
has slowed gradually, to 


about 20 per cent or more a 
year. The company turned 
over £105m last year, from 
about £2m in 1986. 
Customers include Carnaud 
Metal Box, Britvic and 
Coca-Cola. 

"The days of simply being 
a haulier have long gone,” 
says Mr Stobart. The 
company’s process 
manag e ment division, 
which supplies managed 
labour contracts, bad sales 
last year of £5m. The 
division creates and ■ 
manages contracts, for 
example fairing over a 
customer's entire 
warehouse and distribution 
operation, supplying labour 
and equipment. 

Last year, Eddie Stobart, 
which distributes across 
Europe, invested £25m in a 
computerised warehouse 
and transport centre within 
Daventry international r ail 
freight terminal. The 25-acre 
site serves the south by 
road, while the rail links, 
due to open this spring, will 
serve the entire UK. 

Sheila Jones 


Cumbria's dependence on a 
handful of large employers. 
“We have tried to get indus- 
try and commerce to work 
with us to harness the skills 
of the people here,” says Mr 
Minto. 

The Cumbria Inward 
Investment Agency was sot 
up last year to draw together 
the efforts of investment 

agencies in west Cumbria 
and Furness, the training 
and enterprise councils and 
local businesses. The county 
is acutely conscious of its 
need to raise its profile 
against competition from 
neighbouring regions such 
as the north east, and, in 
particular, from a devolved 
Scotland. 

“It’s going to be difficult 
because everybody's scram- 
bling at the same game." 
says Mr Minto. "We 
requested subregional stares 
within the new regional 
development ageucy for the 
north west so we wouldn't 
get left behind. We are fight- 
ing our comer." 

In Carlisle, only eight 


miles from Scotland, a new 
site is being prepared for 
investors in an attempt to 
recover some of the 1.000 
jobs lost when a Ministry of 
Defence base closed. 

The scheme is backed by- 

English Partnerships, which 
is also helping to fund pro- 
jects in Penrith and Furness. 

Regeneration schemes 
have also won funding from 
the European Union and 
from the government's sin- 
gle regeneration budget, 
with more t han £30m due to 
be spent in the county in the 
next two to three years. 

On the west coast, a recla- 
mation project is under way 
in the harbour area in Whi- 
tehaven and a business park 
is being developed at Lilly- 
hall in Workington. A recent 
arrival at the Lillyhall site is 
Eddie Stobart. the haulage 
and distribution company. 

Stuart K3osinski. develop- 
ment manager at Furness 
Enterprise, believes the 
region has to play to its 
strengths, using the skills 
that have emerged from 


defence and offshore indus- 
tries. He points to a number 
of large employers commited 
to the region, such as Glaxo 
Wellcome and Kimberly- 
Clark, and to smaller compa- 
nies that are successfully 
diversifying. 

"Oxley Developments in 
Ulverston was 98 per cent 
dependent on defence in 
1990. The company has 
reduced that to 55-60 per 
cent by applying its products 
to civilian use in areas such 
as data capture technolo- 
gies." 

Furness Enterprise is aim- 
ing to create 5,000 jobs over 
10 years, providing compa- 
nies with grants and skills 
training. 

The domination of employ- 
ers sucb as British Nuclear 
Fuels. VSEL. and Glaxo 
Wellcome means there is a 
high level of sophisticated 
skills among the workforce 
in areas such as engineering 
and electronics. 

Since 1992, 3.000 jobs have 
been created by mainly light 
manufacturing and high- 


tech companies moving into 
the area or expanding. 

While there is clear evi- 
dence companies can thrive 
in Cumbria, the county 
acknowledges that the area 
is isolated and that transport 
links are a problem. It is 
pressing for improvements 
to ease bottlenecks on roads 
such as the A590 from the 
M6 into Barrow as well as 
initiating projects to 
improve access to informa- 
tion. 

Mr Stopforth argues that 
the county must target par- 
ticular types of inward 
investor 

“None* of the towns along 
the west coast has the catch- 
ment area to attract a Nis- 
san or a Siemens, so we have 
to be much more focused,” 
he sa >-s. “If you are develop- 
ing a high-tech operation 
and you don't need to be in 
Manchester or Leeds, then 
why not the Lake District? 
The message we need to get 
across is that there is more 
to Cumbria tban the Lakes 
and VSEL." 



Poace and tranquiBty: UHswater in tha north of Cumbria's spectacular Lake District mnrrmflMh 


operator on the popular 
route. “Most of our visitors 
are walkers." said Mr Skyes. 
“We would find it inappro- 
priate to advertise with the 
tourist board and it is quite 
expensive for operators sucb 
as us to do so." 

The tourist board and 
operators such as Mr Sykes 


recognise the importance of 
television in the marketing 
of the area. A TV repeat of 
Alfred Waine wright’s coast- 
to-coast walk in the early 
1990s boosted the number of 
walkers. Mrs Whitehead esti- 
mates the number of B&Bs 
on the route has increased 
from 26 in 1985 to nearly 200 


this year. While the biggest 
tourist attraction is undoubt- 
edly the hills and lakes, the 
county is seeking to develop 
other attractions - particu- 
larly ones that are under 
cover and extend the high 
summer season into the win- 
ter months. 

A new £7m renaissance 


project is under way in Whi- 
tehaven, an economically 
depressed area of West Cum- 
bria, while there are plans 
for a £3m heritage project in 
Workington. On a smaller 
scale, the three-year old 
Lakeland Sheep and Wool 
Centre near Cockermouth 
provides visitors with the 
opportunity to learn - in- 
doors - about 19 different 
breeds of sheep. 

A new nature park is 
planned near Barrow-in- 
Furness with the port of Bor- 
row’ promoting itself as a 
gateway to the Lakes for 
cruise passengers. Mrs Col- 
lier said: “We do have a 
number of attractions other - 
than the natural ones. There 
is the potential for a few 
more, especially in places 
like Maryport and White- 
haven. But, we in Cumbria 
are anxious to preserve the 
balance. People really do 
come here for peace and 
tranquillity.” 
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URBAN RENEWAL 


Old office blocks 
pose a challenge 


Most cities have been slow to convert 
redundant offices into residential 
apartments, but that may be about to 
change, reports Richard Wolffe 


They may be widely unloved 
and under-used, but they 
represent some of the most 
striking landmarks of the 
UK's regional centres. 

In the space of a genera- 
tion, the largely concrete 
office blocks of the 1960s and 
1 970s have moved from the 
height of architectural fash- 
ion to the depths of urban 
decay. Empty office blocks 
now stand as one of the most 
daunting challenges in the 
regeneration of regional 
ctti.es - depressing the office 
property market as well as 
the city centre landscape. 

The amount of empty 
office space close to city cen- 
tres is surprisingly substan- 
tial. According to Chesterton 
surveyors, there were 17.1m 
sq ft of vacant offices in 
1960s and 1970s blocks across 
the country at the start of 
last year. Within three years, 
Chesterton estimates 
another 37m sq ft of space 
will be added - totalling 
about one third of the offices 
built at the time. 

Julian Shell ard of Richard 
Ellis surveyors in Birming- 
ham said: “If you look at any 
regional city, as well as Lon- 


W V' 


don. there is a colossal 
amount of office space that 
will never ever be let or 
occupied again as office 
space. It is beyond its useful 
date.” 

The problem Is one of time 
as much as architecture. 
During the 1960s and 1970s. a 
surge in office property led 
to the construction of a 
quarter of the current office 
space in the UK. Most of 
these buildings were let on 
25-year leases, which are 
now coming to an end at a 
time when downsizing has 
changed the needs of their 
tenants. Moreover, modern 
technology requires different 
services in terms of cabling 
and electricity, making it too 
costly or impractical to 
refurbish the blocks to mod- 
em standards. 

Conversions into residen- 
tial apartments represent 
the most obvious way to deal 
with the blocks. But in spite 
of their prominence, the old 
offices have been largely 
overlooked in the heated 
debate about the need for 
new housing on greenfield 
sites. 

The government predicts 


that the UK will need to 
build 4.4m new homes before 
2016 - much on greenfield 
sites -to meet the growing 
numbers of divorced and 
elderly households. John 
Prescott, deputy prime min- 
ister. says the government is 
keen to encourage building 
on former industrial sites, 
and is considering levying a 
tax on new greenfield hous- 
ing. However most cities 
- with, the exception of cen- 
tral London - have been 
slow to convert redundant 
offices into residential apart- 
ments. Of the regional cities. 
Birmingham and Manches- 
ter both have more than 
1.1m sq ft of empty space in 
old office blocks. But Bir- 
mingham is only just begin- 
ning to explore the potential 
of converting its office 
blocks into apartments. 

Millennium Apartments Is 
the first serious attempt in 
central Birmingham to cre- 
ate mid-market flats out of a 
1970s office block, which 
used to be a base for British 
Telecom. Work has just 
begun on building a restau- 
rant and sports facilities 
alongside 63 apartments in 
the 14-storey block. 

Mark Humphries, the 
developer, said: "We are try- 
ing to de-stigmatise rental 
property, and build some- 
thing first rate. Most rental 
property is there because no- 



Manchester office blocks the vokme of empty office space dose to city centres b surprisingly substantial 


one wants to buy it, or it 
falls into the hands of people 
who want to raise income. 

*Tt is sad, hut most people 
see little merit in these 1960s 
and 1970s buildings. There 
are some dreadful ones, but 
there are also some gems out 
there. If they were built by 
utilities, money was no 
object and they were built 
fantastically wedl." 

In Nottingham, a similar 
project to turn an eight-sto- 
rey office block -owned by 
Clerical Medical assur- 
ance -into flats has stalled. 
The housing association 
which intends to manage the 


p rop ert y believes the market 
may need to settle after a 
series of conversions of Vic- 
torian buildings nearby. 

Adrian Bland, senior part- 
ner at Eversheds solicitors 
in Birmingham, says such 
developments boost not just 
the property market but the 
wider business activity in 
regional cities. “If there is 
attractive residential accom- 
modation within walking 
riictanro of the main finan- 
cial centre, the city becomes 
a more attractive business, 
proposition," he said. “I can 
see a lot of young profession- 
als wanting to live in the 


city, provided there are 
enough facilities around 
them. City centres need to. 
appeal to 'the middle classes 
as much as anybody else, 
because If you simply see 
them as places where you 
put social housing, you -win 
never bring them back to fife 
properly.” 

The alternative to flats is 
the test-growing hotel sector, 
as business travel and short 
leisure breaks expand in the 
regions. In Birmingham, 
hotel conversions have 
already begun. Chamberlain 
Hotels is converting another 
former British ~ Telecom 


office into a 445-bedroom 
hotel close to the city's con- 
vention centre. 

Meanwhile, .Nottingham 
council is looking to hotel 
operators to revitalise its old 
office blocks. -To encourage 
interest among developers, 
the council has bought an 
option on a block dose to 
the site for a new £22£m ice 
stadium, ' funded with 
National Lottery cash by the 
Sports Council. The hotel 
would not. only regenerate 
the building,' but boost -the 
city's leisure sector around 
the new stadium. 

But Graham Chapman, 


picture Arran 


Nottingham co uncil leader, 
says local authorities should 
be. given more flexible pow- 
ers to encourage landlords to 
revitalise . their own office 
blocks. “Yon have tot create 
'• ah Incentive to develop some 
of this office space; and a 
disincentive . to . leave it 
empty," he said. 

. “The government says it 
wants to solve the brown- 
field problem. What they 
heed to do Is give local, 
authorities the ability to 
give business rate discounts 
oh the one hand, and the 
bjffidn'to increase rates on 
empty properties as weH." 
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Business 

Class 




Business Class comes naturally to Lorraine and Elaine - their 
Merseyside flies high with academic talent like their own. 

Sony for software design. Abbey National for financial services, 
Owens Coming, QVC and Telewest for call centre communication, 
Sainsburys and Booker Belmont for distribution management - no 
shortage of new companies taking off in Merseyside. And no short- 
age of skills from our 50,000 undergraduates. 

Like Lorraine and Elaine, our workforce is young, bright and lively. 
Competitive and fun, they work hard and play hard - ideally placed 
in Merseyside. The future's looking good, girls. Business Class 
is only the beginning! 

Tljar’s a [freat deal on Meneyside. 


To discover more about the investment 
potential on Merseyside telephone 

0800 22 0151 

Email: merseyp@mail.cybase.cauk 
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